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EDITOR'S  PREFACE. 


"The     object     of     the    series    of     handbooks     published 
under    heading    of    The    Accountants'    Library     is 
to  provide,  at  a  reasonable  price,  detailed  information   as   to 
the  most  approved  methods  of  keeping  accounts  in  relation  to 
all  the  leading  classes  of  industry  whose  books  call  for  more 
or  less  specialised  treatment.     No  such  series  has  hitherto  been 
attempted;    but    there    exist,    of   course,    numerous    separate 
works    dealing  with  the  accounts   of   one   particular  class  of 
undertaking.    These  separate  works  are,  however,  for  the  most 
part  either  too  expensive,  or  too  superficial  to  answer  the  pur- 
pose that    is   particularly  aimed    at    by   The    Accountants' 
Library,  which  is  intended  to  supply   the  student   with  that 
specialised   information   which  he  may   require,    while   at  the 
same   time   affording  to  the  trader,    banker,    or   manufacturer 
who  is  not  in  a  position  to  secure  the  fullest  information  for 
his  purpose,  knowledge  which  can  hardly  fail  to  be  of  the  very 
greatest  assistance  to  him  in  the  correct  keeping  of  his  accounts, 
upon    a    system    specially   adapted   to  his    requirements,    and 
therefore  involving   a  minimum  expenditure  of  labour.    It  is 
expected    that    the    series    will    also    be   found    of   material 
assistance  to  bookkeepers  of  all  classes. 

AVithout  aiming  at  giving  an  eidiaustive  account  of  the 
,  manner  in  which  each  separate  business  is  conducted,  the 
technical  points  in  connection  with  each  industry  will  receive 
as  much  attention  as  is  necessary  in  order  fully  to  elucidate  the 
system  of  accounts  advocated,  while  each  volume  will  be  the 
work  of  one  who  has  made  that  particular  class  of  accounts 
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mm  or  h^  a  ^y^m\\ty^    It  b  ohviow..  hmvmr.  that  to 
enahU^  tlic  mnmsaty  gwwnd  to  t^  covmnl  in  tlu^  n>MN?  av^il- 
abW.  it  i«  iixiimt)ent  to  assume  upm^  the  i>an  of  the  reader  a 
certain  VxmxxM^  of  genera!  bookkeeping.    The  e?ttent  of  the 
knowletli^e  assiunet!  will  vary  atxx>rding  to  the  tuuure  of  the 
class  of  a<vn«nts  considered.     For  example,  in  the  wlnmes  on 
«*Bank    A.N.mnts'^   and    ^'Shipping    Acix)unts/^    a   thorough 
acquaintance  with  ordinary   double-entry   Ixwkkeeping  is   not 
unnaturally    assumed;    but    in    the    case,     for    instance,    of 
-Auctioneers'    Accounts,"    and   other    similar   volumes,    such 
explanations  are  included   as   will  enable  the  ordinarily  intel- 
ligent reader  fully  to  grasp  the  methods  described  even  although 
his  knowledge  of  bookkeeping  may  be  of  an  elementary  descrip- 
tion.   These  explanations  are,  doubtless,  superfluous  as  far  as 
accountants    are   concerned,    but    are    nei^essary    to  make   the 
volumes  of  value  to  the  majority  of  those  specially  engaged  m 
these  particular   industries. 

The  whole  series,  comprising  fifty-one  volumes,  forms  a 
most  valuable  and  complete  library,  dealing,  at  the  hands 
of  snecialists,  with  practically  every  class  of  accounts,  and 
illustrating  the  application  of  the  theory  of  double-entry  as 
described  in  general  works  on  bookkeeping. 


AUTHORS*  PREFACE  TO  THE  THIRD  EDITION. 


'^PHE  necessity  for  a  Third  Edition  must  be  the  excuse  for  Iti 
1  issue.  The  demand  from  the  banking  and  accounting 
community  continues,  and  this  book  is  now  placed  on  the 
Examination  Syllabus  of  the  Institute  of  Bankers.  The 
opportunity  has  been  taken  of  revising  the  book  throughout. 
In  particular,  the  paragraphs  dealing  with  the  Clearing  House 
have  been  re-cast,  and  also  some  of  those  relating  to  foreign 
business.  The  passage  of  the  Companies  (Consolidation)  Act, 
1908,  has  also  necessitated  alterations  in  the  paragraphs  deal- 
ing with  the  Statutory  Statement,  Appointment  and  Duties  of 
Auditors,  &c.,  besides  sundry  other  references  throughout  the 
book.     Additions  have  also  been  made  to  the  Glossary. 


JOHN  A.  MEELBOOM. 
CHARLES  F.   HANNAFORD. 


September  1913. 
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INTRODUCTION. 


T^HIS  hook  is  intended  for  those  who,  having  learned  the 
^  rules  of  bookkeeping  by  double-entry,  desire  to  know  how, 
in  an  undertaking  so  complex  as  a  modern  bank,  they  are 
applied  so  as  to  ensure  not  only  accurate  results,  but  also  that 
ec(3nomy  in  time  and  lucidity  of  record  which  are  nowhere  more 
requisite  than  in  a  bank.  Chiefly  by  amalgamation,  banks  have 
become  such  vast  institutions — probably  more  than  one-half  f)f 
the  bank  clerks  in  the  United  Kingdom  are  now  employed  in  a 
dozen  banks — that  many  bank  clerks  have  few  opi3ortunities  of 
gaining  information  as  to  the  manner  in  which  these  vast 
machines  work,  and  how  it  is  possible  for  them  to  keep  their 
records  with  the  accuracy  and  the  clearness  that  they  do. 

Even  to  a  bank  auditor,  accustomed  as  he  is  to  prompt 
methods,  and  to  separate  the  principal  from  the  subsidiary  books 
of  account,  a  bank  audit  is  always  one  that  requires  an  extensive 
knowledge  of  a  bank's  machinery,  for  in  no  case  does  the 
relation  of  the  customers  to  the  business  change  more  rapidly. 

To  describe  the  application  of  double-entry  bookkeeping,  the 
various  operations  of  l)anking  have  been  grouped  according  to 
the  smiilarity  of  their  nature;  the  whole  scheme  of  accounts 
is  thus  treated  in  a  systematic  manner,  which,  it  is  hoped,  will 
be  useful  to  every  student  of  the  theory  of  banking,  as  well  as 
to  those  who  make  it  their  profession. 

Trustee  Savings  Banks  are  not  directly  dealt  with.  They 
are  governed  by  statutory  rules,  and  have  for  some  years  been 
supervised  by  the  Trustee  Savings'  Bank  Inspection  Committee. 
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A  Glossary  of  terms  used  by  bankers  is  appended,  legal 
definitions  being  given  as  frequently  as  possible. 

The  examples  given  are  not  special  to  any  one  bank — indeed, 
no  bank  fulfils  all  the  functions  which  are  described  in  the 
following  pages — but  the  facts  have  been  gathered  from  many 
diff"erent  sources,  so  as  to  give  the  greatest  possible  information. 


The  reader  is  recommended  to  trace  by  means  of  the  numerous 
references*  the  manner  in  which  the  detailed  examples  in  the 
following  pages  are  carried  into  the  final  Balance  Sheet,  and 
to  compare  it  with  the  system  to  ivhich  he  is  used.     In  doing  so, 
he  must  remember  that,  to  make  the  procedure  clear  and  con- 
sistent,   it   has   occasionally  been   necessary  to   describe   more 
elaborate  methods  than   a  capable  bank  accountant   will   find 
needful  in  the  system  he  controls— ^.^.,  the  entry  in  detail  of 
each  House  cheque  in  the  Paying  Cashier's  Books  should  be 
unnecessary,  as  they  are  in  total  the  same  as  have  already  been 
entered  in  the  Receiving  Cashier's  Book,    and  the  particulars 
appear  in  the  Current  Accounts  Debit  Analysis  Book  .;  the  work 
on    Suspense  Accounts    in   connection  with   the    recording    of 
acceptances  and  bills  for  collection  and  country  cheques  is  often 
done  on   the   shorter   method  indicated,    descriptions  may   be 
shortened,  &c.     Practice  alone  teaches  how  such  methods  can 
be  safely  used. 

The  transactions  used  as  examples  in  the  following  pages 
are,  unless  otherwise  stated,  to  be  presumed  as  recorded  at 
Head   Office.      Branch   books    are  kept  in   exactly    the    same 


*  A  reference  folio  at  the  side  of  an  amount  refers  only  to  that  amount ;  underneath 
a  column  it  refers  to  the  total  amount  abovfe  it.  These  folios  refer  to  the  page 
numbers  of  the  book. 


manner  as  those  at  Head  Office.  The  only  point  at  which  a 
seeming  difference  arises  is  on  some  transactions  to  which  both 
the  Head  Office  and  the  branch  are  party. 

As  one  bank  knows  its  books  by  names  diff"ering  from  those 
used  by  another  bank — such  names  frequently  affording  no  exact 
clue  as  to  the  contents — the  lines  adopted  to  enable  the  reader 
to  identify  the  more  readily  the  book  he  knows  with  the  lx)ok 
described,  are  the  following  : — 

1.  Every  book  is  given  a  name  which  describes  its  contents, 
even  if  it  is  one  that  is  too  long  for  ordinary  use. 

2.  A  Register  is  any  book  which  first  records  the  receipt 
or  issue  by  the  bank  of  any  sum  or  document. 

3.  An  Analysis  Book  is  any  book  which  records  the 
classification  of  items  before  passing  them  to  their 
different  destinations. 

4.  A  Diary  is  any  book  which  shows  in  chronological 
order  the  dates  at  which  transactions  are  due  for 
completion. 

5.  A  Ledsfer  is  any  book  in  which  are  shown  the  changes 
on  Personal  or  Impersonal  Accounts,  and  the  debits  and 
credits  causing  them. 

6.  Closing  Date  is  the  term  used  to  signify  the  date  when 
a  financial  year  or  half-year  ends,  and  a  Balance  Sheet 
is  prepared  for  publication. 

7.  Slip  is  the  term  used  to  denote  a  form  filled  up  by  a 
customer — e.g.,  paying-in  slip. 

8.  Docket  is  the  term  used  to  denote  a  form  filled  up  by 
an  employe  of  the  bank,  and  is  for  internal  use 
only — e.g.,   debiting  charges  to  a  customer's   account. 
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XXll.  INTRODUCTION. 

It  is  the  practice  in  some  banks  to  use,  instiiKl  of  loose 
ilockets,  bound  volumes,  which  are  thus  sul)sidiary 
Journals.  In  each  of  these  only  one  class  of  internal 
entry  is  usually  made,  and  it  then  travels  between  the 
departments  like  the  (k)cket  descril<ed  in  the  following 
pages. 

The  extent  to  which  each  of  the  bfx)ks  named  above  will  be 
subdivided  depends  entirely  on  the  number  of  transactions  of 
a  similar  nature  that  there  are  to  re(()rd.  If  there  are  many, 
they  will  be  divided  into  sections,  each  one  having  its  own  set 
of  books — e.g..  Current  Accounts  are  divided  into  A — Be, 
Bi — C,  &<:.  Further  saving  of  time  results  from  using  the 
same  book  on  alternate  days  of  the  week  only,  and  still  more 
from  having  a  different  book  for  every  day  of  the  week  or  for 
every  month  of  the  year,  and  from  distinguishing  books  by 
their  colour  or  by  some  difference  in  their  bindings  or  rulings 
—e.g.,  Keceiving  Cashier's  Cash  Register  and  Receiving 
Cashier's  Cash  Articles  Analysis   Book. 


CHAPTER    I. 


SUBSIDIARY  BOOKS    RECORDING    ASSETS. 


{T/ic   Assets    are    arranged    in    the   pohahle    order   of    iluir 

realisability.*) 


Cash  a.\d  Cash  Articles. 
(Including  Coin,  Bank  Notes,  Cheques,  Postal  Orders, 

and  Coupons). 


Counter  Receipts.— 

A  CUSTOMER  paying  into  an  account  at  a  bank  will  hand 
over  to  Ihe  "  teller  "  or  cashier  a  paying-in  slip— that  is,  a  list 
recording  the  particulars  of  what  he  deposits.  The  usual  head- 
ings on  it  are— Gold,  Silver  and  Copper,  Bank  Notes.  Country 
Notes,  Own  Notes  {Lc,  a  bank's  own  issues,  see  page  42), 
Cheques  (Drafts)  and  Dividend  Warrants  payable  in  Lnndon. 
Country  cheques  are  sometimes  shown  as  well,  but  freriut-ntly 
they  are  listed  on  a  separate  slip  and  handed  to  the  Country 
Department  (see  page  7). 

The  cashier  enters  the  receipts  under  date,  say  December 
28th,  in  his  Cash  Register. 

'  Loans  at  Call  may  be  --^^^e^fjiyrealisab^  than  Bills  of  Exchange,  aad  Own  Jnves:-' 

nienis  tnan  Advances  on  Consignments. 
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ASSETS. 

RECEIVING    CASHIER'S    CASH    REGISTER. 
"  Receiving  Book  "— "  Specie  Book." 


Coi'.i 


Description 


941      5  £5  BT)    52,741-5 
21  :  II  :  12 


4  £5    T3  14.713-6 
18  :  2  :  12 


104     3     4 

"3     7     5 


/3 


25 


OZ 


Cheques, 
&c. 


25 


/'4 


20 


£    s   d 

10,385  19    8 


25     o    o 
12    o    o 


Name 


Total 


20    '10,422  19    8 


!•  T.Dixon 


T.  Simon,  Rent* 
J .  Brown 
Draft  Sold*      . . 


64 


70 

47 
90 


£      s    d 
10,440  3  9 


25  o  o 

12     O    O 

104   3  4 


£10  581    7    I 


♦  Credits  for  other  Branches  and  Impersonal  Accounts  are  frequently  entered 

and  totalled  separately. 

Coin. — 

Exchanges  of  coin  for  note.s.  or  vice  versa,  may  be  entered  in 
this  and  the  Paying  Cashier's  Cash  Register.  If  entered  in  a 
separate  Register,  its  totals  will  appear  in  the  Coin  and  Notes 
Daily  Balance  Book  (see  page  17). 

He  puts  the  coin  in  his  till— gold  is  usually  done  up  in  ;£ioo 
or  ^200  bags  or  rolls;  silver  in  £5  or  £10  bags;  copper  in 
5s.  or  I  OS.  bags— and  passes  the  paying-in  slip  with  the  cheques 
for  entry,  according  to  its  component  parts,  in  a 


CASH  AND  CASH  ARTICLES. 


RECEIVING  CASHIER'S  CASH  ARTICLES  ANALYSIS  BOOK. 
"  Rfxeive!)  Day  Book  " — "  Received  Waste  Book." 


Name 

Total 

House 

Bank 

of 

England 

Non 
Clear- 
ing 

1     c 

a 

I    .ti  M 

Town           "o  .S 

Clearing         §•« 

"Out"          t-^ 

Country 
Clearing 

;  Country 
Notes 

(by  name 
of  London 

Banker) 

Branch 

and 
Sundries 

T.  Dixon. . 
Rent,  T.  Simon  + 
J .  Brown  . 

/:    s  d 

10,385  19  8 
25     0  0 
12    0  0 

£  s  d      £•  s  d 
41  8  5      73  8  0 

£sd          £     sd     £  s  d 
17  0  I      10,186  17 

25  0  0 

12  0  0 

£  sd 

9  14  3     Glyn 

£ 
10 

£  s  d 

48  7  4 

/2 

Cash    and   Notes 

as  above* 
Country  Clearing 

Dec.  24th    /  13 

10,422  19  8 
158    7  5 
412    4  8 

41  8  5 

■  • 
•  « 

73  8  0 
25  0  0 

•  • 

17  0  1 

■  ■ 
•  • 

10,223  17 
412  4  8 

9  14  3 

■  m 

10 

•  • 

4?  7  4 

j"3  7  5 
1     20  0  0 

£ 

10,993  II  9 

41  8  5      98  8  0 

1 

17  0  I      10,635  63 

9  143 

10 

(4874 

1 133  7  5 

/J9 

/5           /14         /"            /ii             /  II     1    /n 

/xi 

u 

■"-  If  these  are  set  out  in  different  columns  they  serve  to  check  the  cashier. 
+  A  separate  portion  of  this  hook  is  sometimes  reserved  for  credits  to  Impersonal  Accounts  and  other  Branches. 

Distribution. — 

From  this  point,  the  various  articles  are  then  distributed  to 
their  respective  departments — the  Bank  of  England  notes  and 
cheques  are  listed  ready  for  payment  into  the  Bank's  Account 
at  the  Bank  of  England  (see  page  14).  All  the  notes  lodged 
by  one  cu.stomer  are  sometimes  known  as  a  ''  sundries  parcel," 
and  all  the  parcels  together  are  known  to  some  banks  as  the 
''  lot."  "  House"  cheques — i.e.,  cheques  on  another  account 
m  the  same  office— pass  to  the  paying  cashier  (see  page  5). 

The  cheques  on  London  clearing  bankers  go  to  the  Clearing 
Department  (see  page  9).  Of  the  cheques  on  London  non- 
clearing  bankers,  those  to  be  collected  by  Head  Office  pass  to 
the  Walks  Department  together  with  Scotch  and  Irish  notes, 
money  and  postal  orders,  drafts  payable  at  Government  offices, 
&c.  (see  page  8);  those  collectible  at  Branches  pass  as  Branch 
cheques  (see  page  86),  and  the  remainder  are  sent  by  post  for 
collection,  a  [)anker'.s  payment,  or  credit  in  account,  being 
received  for  those  honoured.    Country  notes  pass  to  the  Walks 
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Department  (see  page  8).  A  large  bank  will  have  many 
receiving  rashiers  whose  work  is  divided  to  corres[)on(l  with 
the  division  of  the  Current  Account  Ledgers;  thus,  one  will 
receive  for  accounts  in  Ledgers  A — E.  another  for  those  in 
Ledgers  F — K,  &c.  As  to  the  manner  in  which  the  credit  for 
these  che(]ues,  &:c.,  paid  in  is  passe<l  to  the  Customers' 
Accounts,  sec  page  44.  Che(]ues  on  country  banks,  if  not 
received  in  a  separate  C(juntry  Department  (see  page  7),  are 
passed  to  the  Country  Clearing  Department  (see  page  12). 

Counter^Paymenls. — Signature  Book. — 

On  [)resenting  a  cheque  at  the  paying  cashier's  dfsk  he 
scrutinises  the  signature  to  see  if  it  is  genuine  (comparing  it 
with  the  Signature  Book  if  necessary),  and  satisties  himself 
from  "  Calendars,"  /.f.,  registers  of  customers'  daily  balances, 
or  the  Ledger  Account  itself,  that  there  is  no  other  obstacle  to 
its  being  debited  to  the  customer — e.g.,  that  the  account  is  in 
sufficient  credit.  (In  some  places  the  Ledger  clerk  performs 
these  duties).  The  cashier  then  in«iuires  of  the  bearer  whether 
he  will  take  notes  or  coin,  and  cancels  the  cheque.  According 
to  the  answer  an  entry  will  be  made  in  his  Cash  Register. 
I'AVLXG    CASHIER'S    CASH    REtiLSTKU. 

"   Si  I'PLEMEXTARY   CaSH    BooK  "— "   PAVIX(;    H«)OK."' 


Total 


£     s   d 


558     o     O-J 

026 

70    o    o 

jf628    2    6 

f  ^7 


67 

64 

103 


Notes 


Name  of 
Account 


Coin 


Description 


B.  Eden 


T.  Dixon.Not- 

ary  charges 

Salaries    A/c* 


£    s  d 
800 


026 
70    o    o 

•7.S    2    6 


1 06  £5  1^  9.872-7 
17:  12 : 12 

4  £5  is  16,870-3 
21  :  9  :  12 


r  J7 


Own 

Bank  of 
England 

I 

t          •  • 

1 

£ 
20 

530 

20 

.    fi7 

/  17 

♦  Payments  to  debit  of  Impersonal  Accounts  are  sometimes  entered  and  totalled 

separately. 

Either  at  the  head  of  the  day's  entries,  but  separated  from 
them,  or  in  a  separate  book,  both  the  balance  with  which  each 


cashier  starts  the  day  and  the  money  he  receives — fig  £2,100 
— can  be  recorded. 

The  totals,  not  merely  of  coin  and  notes  paid  away,  but  also 
of  cheques,  &c.,  sent  away  to  branches  and  to  the  Bank  of 
England  must  be  entered  out.  These  entries  do  not  affect  the 
coin  and  notes,  nor  does  the  ''In"  clearing,  hence  they  are 
generally  entered  in  a  separate 

I'AYIXG    CASHIER'S    CASH    ARTICLES    ANALYSIS    IJOOK. 
"  Vxm  Day  Book  "— "  Paid  Wastk  Book." 


Total 


Account  /      House  ^6%   Branch       Clearing      ,  ^a         '£ 


£   I  d  I        £  s  d 

41     8    5  J.  Brown       ..  '  47     41  8  5 

98    8    o  Bank  of  Eng- 
land..        ,.     14 

15    o    o  Country  Notes*    86 

48    7    4  Thame  ..      86 

(  Coin  &  Notes 
628    2    6-         as  above    ..4 

( 


do. 
do. 


831     6    3 

Clearing — 
Country,  Dec. 
24    .. 
,     Metropolitan, 
14,717  If)    8-  Dec.  28     .. 

Town,     Dec. 

28    .. 
Returns  do.  .. 


«*-  *«-* 

(/I 

0£ 

Oi 

^_n 

b. 

z.  ac 

F- 

5  c 

3 
c/3 

;fsd£sdjrsd 


'98  8  o 


78  2  6 

530  o  o 

20  o  o 


41  8  5 


4S  7  4 


n 


10 

2y 


15      u      o       98   b  O     623   2   6 


343     7     7 
Nil 


14,284     I     7 
90    7    6 


£'5>549  ^  II 


/«U 


41  85 


48  7  4     14.732  16    8      98  8  o   628  2  6 


/3 


/3 


/" 


/14        /17 


*  Own  Notes  which  have  been  paid  by  Bankers'  Payment. 

The  last  two  entries  may  not  be  made  till  the  following  dav 
(see  page  19). 

As  to  the  manner  in  which  the  debits  for  these  payments 
pass  to  die  Customers'  Accounts,  see  page  46. 

Country  l,anks  and  London  West  End  banks  sometimes  retain 
their  customers'  cheques,  unless  they  are  asked  for  ;  other  banks 
deliver  them  with  the  Pass  Book  to  the  customer 
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Coupons. — 

Coupons  are  practically  cheques  payable  to  bearer  at  fixed  or 
advertised  dates.     The  practice  is  for  the  collecting  banker  to 
leave  them,  together  with  a  list  made  up  on  a  form  supplied  by 
the  paving  bank,  at  the  latter's  office  three  clear  days  for  exam- 
ination, receiving  a  ticket  in  exchange.     On  the  fourth  day   he 
collecting  banker  calls,  .surrenders  the  ticket,  and  is  paid  the 
amount  of  the  coupons,  less  income-tax,  by  means  of  a  cr.^sed 
bearer  cheque  or  by  cash.    Where  the  coupon  is  in  arrear  or  there 
has  been  a  change  in  the  rate  of  income-tax,  the  paying  banker 
must  see  that  he  deducts  tax  at  the  proper  rate.     A  reference 
to   the     Income    Tax    Commissioners    may     be    occasionally 
desirable  ;  but  the  rule  can  be  stated  in  outline  to  be  tha^  the 
income-tax  at  the  full  ruling  rate  is  to  be  deducted  from  the 
whole  amount  paid  in  every  case,  except  where  the  payment 
is    made  out    of  the    revenue   earned   by    a    trading    concern 
incorporated  under  the  law  of  Great  Britain  and  Ireland. 

Coupons  payable  abroad  are  frequently  sold  to  foreign 
bankerVinstead  of  being  collected.  The  customer  is  credited 
when  the  coupon  is  paid. 

Post  Receipts. — 

Particulars  respecting  every  letter  received  by  a  bank  are 
entered  in  a  book  kept  for  that  purpose.  The  record  generally 
shows  the  day  and  hour  of  receipt,  a  bnef  -™ndum  of 
the  enclosures,  and  a  note  of  the  department  to  which  the  leer 
is  handed.  The  contents  are  then  sorted  up,  and  the  notes, 
cheques,  &c.,  are  passed  for  entry  into  the  Receivnig  Cashier  s 
Cash  Register.  If  post  entries  are  sufficiently  numerous  there 
will  probably  be  one  or  more  of  these  books  used  solely  to 
record  tbem.  The  notes  and  cheques  then  pass  to  their  respective 
destinations  just  like  the  counter- receipts  described  on  page  3- 

The  letter  returns  to  the  Correspondence  Department,  which 
sees  that  everything  to  which  it  refers  has  been  ^-^^-^^^ 
the  proper  departments,  and  then  replies  m  such  manner  as  the 
circumstances  demand. 


CASH  AND   CASH  ARTICLES.  j 

Post  Payments.— 

Coin  is  seldom  sent  by  post  to  a  customer.  Where  such  is 
asked  for  (or  notes),  the  demand  will  probably  be  met  by  the 
counter  Paying  Cashier  or  the  Country  Department  (see  below). 
Country  Department. — 

Banks  with  a  large  amount  of  country  business,  whether  with 
individuals  or  with  country  banks,  will'have  a  Country  Depart- 
ment, in  which  all  matters  relating  to  those  Customers'' Accounts 
will  be  dealt  with  in  the  same  manner  as  has  already  been 
narrated  for  counter  and  post  entries,  and  will  be  similarly 
recorded  in  Country  Receiving  Cashier's  Registers,  C^ountry 
Paying  Cashier's  Cash  Registers,  &c. 

Where  a  bank  uses  its  Country  Department  to  receive  cheques 
drawn  on,  or  notes  payable  by  country  banks,  a  separate 
paying-in  slip  will  be  used,  and  the  Country  Notes  and  Country 
Cheques  columns  will  be  omitted  from  the  books  described  on 
pages  3  and  5. 

Cheques,  credits,  and  large  amounts  of  coin  or  notes  received 
from  and  sent  to  Branches  are  often  dealt  with  by  a  separate 
"  Branch  "  section  of  this  department.  Such  tran.sactions  will 
be  recorded  in  separate  Receiving  and  Paving  Cashiers' 
Registers,  and  afterwards  in  the  Receiving  or  Paving  Cashier's 
Analysis  Book  for  credit  or  debit  to  the  respective  branches. 
iMoney  Orders  and  Postal  Orders.— 

Money  orders  are  listed  and  left  at  the  M.  O.  Department 
(G  P.  O.)  for  examination,  and  their  amount  (less  returns)  is 
subsequently  paid  by  a  Clearing  House  transfer  on  the  Bank  of 
England. 

In  the  City  of  London  postal  orders  are  dealt  with  in  a  similar 
manner  hut  at  Branch  banks  they  are  usually  paid  l>y  a  local 
rost  Ultice  in  notes  and  coin. 

The  cheques,  &c.,  received  will  be  collected  as  follows  :— 
Walks  Cheques. — 

On  receiving  cheques  drawn  on  London  non-clearing  banks, 
he  walk  clerks  sort  them  up  into  districts  and  enter  them  in 
\N  alks  Books.     They  are  then  presented  at  the  paving  banks, 


I 
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Those  for  «hich  payment  .s  rece.ved  -  ^J^nrCashier's  Cash 
Books,  and  their  total  .s  ^^^J^^^^^J^iJ,,  „,  cheques  are 
Articles  Analysis  Book.    Jhe  hanker  spy  ^^^ 

entered  in  the  Receiving  Cashier  s  Cash  Ar  'cte  A      y 
„„der  To.n  Clearnig   -^^-.e.,  ^  ^^  ,\,  Paying 
are  made  out  for  the  returne  Ledger  Department 

Cashier-s  Analysis  «ook.  and  passed  '»  *^  ^'^e'ig  f  ^.^nch 

for  del,i.  ^-^^IZl^Zt^^^  cheques  are  sent  to 
or  correspondent.  ^^^"J""^'  '  ^,„.,„t  frequently  obtains  pay- 
the  customer  direct      This  '.'cpann^  i  ,e,  the 

.ent  of  hills  payable  a   priva  e  h.ise.^    h   ^^^^^^  .^^  ^^  ^^^ 

:rd.fVrea;tn:^?cequesh.dhyt^^ 

*i  /\«,«  ♦♦  rhenues— **  Customers'   Debits 
House  or  "  Owl      ".que^  ^^^  ^^^  ,,^^^^„ 

(including  Cheques  on  B«"'-'^^>-   ^\,  ,     ,„„,her  customer  for 

^Kl^r^dT  t%::^:;w"*°^^^^^^^  to  transfer  amounts 

f...  one  Ledger  ^^^^f^,   therefore,    always  agree 

The  paying   cashier  s  entries   w  ^^^.^^ 

with  those  of  the  receivmg  cashier.  /^^^  ^^^^^^  ^,  ,,  the 

c  to  thp  I  edcer  Department   (see  page  4";  ui 
they  pass  to  the  l^eager        i         ^...^rdinc  as  they  are  payable 
Branch  Department  (see  page  86),  accordrng  y 

at  Head  Ot^ce  or  at  a  branch. 

Clearings  daily.     The  totals  or  i  ^       ^.j  to  the  af tet- 

separately  between  each  ^'^f^f^^'^^  cLring  bank  strikes 

sheets.    !f^  ^^.tZ^^:::^  .eJ.n  itself  and 

:;e;T:;hef  bail:  a-renter  the  balance,  debit  or  credit,   as 
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the  case  may  be,  on  the  Town  Clearing  Balance  Sheet  opposite 
the  names  of  the  respective  banks.  At  the  foot  of  this  sheet  are 
also  entered  the  grand  balances  of  Metropolitan  and  Country 
Clearing  paid  that  day.  On  receipt  at  the  ''  House"  of  the 
last  lot  of  returns  the  final  balance  is  struck,  and  the  difference 
between  the  Dr.  and  Cr.  sides  of  the  sheet  represents  the  amount 
due  to  or  from  the  Clearing  House.  The  final  settlement  is 
made  by  an  order—green  if  a  credit,  white  if  a  debit— to  the 
Bank  of  England  to  transfer  the  difference  from  the  account  of 
the  Clearing  Bankers  to  that  of  the  individual  bank,  or  vice 
versa.  'J'he  system  is  admirable,  and  has  been  copied  by  banks 
in  provincial  towns  and  in  banking  centres  abroad. 

By  amalgamation  the  number  of  banks  having  "  seats  at  the 
clearing  "  is  reducing.  At  present,  January  1913,  they  are  17 
in  number. 

At  frequent  intervals  during  the  day  each  clearing  bank  sends 
to  the  House  bills  payable  at  other  clearing  banks.    They  appear 
in  the  Cash  Summary  on  the  day  they  fall  due  (see  page  19). 
Metropolitan   Clearing  (established  1907) 

The  ^fetropolitan  Clearing  largely  replaces  the  cumbersome 
system  of  -  Walks."  -  Metropolitan  "  Banks  and  Branches 
comprise  (i)  all  Branches  of  Clearing  Banks  and  of  the  London 
and  Provincial  Bank,  formerly  on  the  Walks;  (2)  some  of  the 
Xon-Clearing  Banks,  such  as  Messrs.  Coutts,  and  Cox  k  Co.  ; 
is)  a  large  number  of  the  nearer  suburban  Branches.  The 
remaining  suburban  Branches  are  now  on  the  Country  Clearing. 

The  Metropolitan  Clearing  starts  at  9  a.m.*  and  ends  at 
10.30  a.m.  (Saturdays  8.45  to  9.50).  Each  Clearing  Bank 
distributes  its  charge  among  the  Banks  or  Branches  on  which 
the  cheques  are  drawn,  and  they  are  paid,  or  returned  unpaid 
to  the  Clearing  House  by  4.10  p.m.*  (1.30  on  Saturdavs),  the 
«ame  day.  The  totals  of  each  Bank's  ''  In  "  and  '''  Out  " 
Clearing  are  added  to  the  Town  Clearing,  and  -  Returns  "  are 
included  in  the  afternoon   "Out"   Town  Clearing. 

Cheques  are  entered  up  in  separate  "  In  "  and  "  Out  " 
Metropolitan  Clearing  Registers  (see  page  10),  the  totals  bein- 
added  to  the  Town  Clearing  and  entered  in  the  Clearing 
Balance  Book  (page  it). 


*  Greenwich  Time. 
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Each  Branch's  charge  is  ILsted  on  sheets,  and  the  total  (less 
Keliims)  is  cre<lite«l  to  Head  Office,  which  leplies  with  a  debit 
in  the  Branch  Debits  Register  (p.  86),  which  will  still  contain 
debits  for  "  Bankers'  Payments  "  issued  l)v  Branches  for 
sundry  direct   remittances  to  other  Banks. 

Town  Clearing. — 

The  Clearing  Department  of  the  bank  enters  the  total  of 
each  list  of  articles  received  by  it  from  the  City  Office  receiving 
cashiers,  or  from  branches  and  correspondents,  in  an  "  Out  " 
Clearing  Book  (Cash  Book),  with  one  or  more  columns  for  each 
clearing  seat,"t  and  its  "  out  '  clerk  "  delivers  "  the 
articles  " — /.t'.,  cheques,  &c.,  with  the  lists, technically  called 
a  "  charge,"  at  the  House,  to  the  paying  bank's  representative, 
to  whom  it  will  be  an  ''  in  "  clearing.  The  articles  are  next 
entered  on  lists  and  cast  at  the  House  by  means  of  adding 
machines,  the  totals  of  these  lists  being  afterwards  agreed  with 
tho.se  of  the  *'  out  "  clearing  bank.  The  cheques  are  then  sent 
to  the  paying  bank  for  debit  to  its  Customers'  Accounts. 

*  "  IN  "    CLEARING    REGISTER. 

"  Ch.arges  liooK  " — "  Ix  Clearing  Waste  Book  " — 

"  Ix  Clearing  Cash  Book." 


li 


( ( 


Barclay 

Bank 

Capital 

and 
Counties 

Lond.  Co. 

&  West. 

Lombard 

Street 

Glj'n 

Joint 
Stock 

Lond.  Co. 

&  West . 

Lothbury 

Total 

£  s  d 
704  12  3 

£   sd 

1,20984 

£    sd 
4,370  I  0 

£  s    d 

£    sd 
5,000  0  0 

£   sd 
3,000  0  0 

£   s  d 

and 
so 
on 

£     s    d 

£704  12  3 

£1,20984 

£4,370  I  0 

£5,ocooo 

£3,000  0  0 

£14,284    I    7 

1 

/5 

♦The  form  of  the  "Out"  Clearing  Regisfer  will  be  similar  to  this,  except  that  the 

Bank  of  England  is  omitted  (see  p.  14). 

"  Returns.*'— 

If  any  of  the  cheques  are  returned  a  rea.son  must  be  assigned^ 
and  the  charging  l)ank  then  credits  itself  with  their  amount. 
1'he  Clearing  Department  of  the  bank  receives  from  the  Clear- 
ing House  the  "  charges  "  payable  by  it,  and  examines  them. 
The  cheques  are  passed  to  the  I.edger  Department  (see  page  46), 
which  cancels  those  which  it  will  honour. 

+  One  bank  may  have  more  than  one  seat  at  the  clearing.    For  Form  see 

"  In  clearing  Register." 


The  totals  of  the  In  and  Out  Clearing  Registers  are  entered 
separately  for  each  clearing  bank  in  a  Clearing  Balance 
Analysis  Book,  unpaid  cheques  being  listed  in  .separate 
columns.  The  net  daily  balance  due  to  or  from  each  bank  is 
shown  in  other  columns,  the  sum  total  of  these  differences  again 
agreeing  with  the  amount  shown  as  due  to  or  from  the  Clearing 
House  in  the  Clearing  Balance  Book  (see  below). 

In  the  present  case  our  bank  has  to  receive  ^£1,330  4s.  8d.,  as 
the  following  summary  shows  : — 

CLEARING    BALANCE    BOOK. 


Country       Cheques 
for  Collection — 

Parrs* 


"Out"   Clearing 

Bills  Due- 
Barclay 
London  Joint.. 

Receiving      Cash 
Analysis  Book — 
Town  Clearing 
Country  Notes! 
Metro  politan 
Clearing     . . 


Less 
Cheques    received 
too  late  for  Clear- 
ing 


s    d 


90    7    6 
160    4    o 


1 0,635    6    3 
10    o    o 


Re  Discount  Regis- 
ter   

Branch   Credit 
Register- 
Lloyd  .. 
Union  . . 
H.  O.  Branch  Cre- 
dit Register— 
L.J.S. 

Balance     due      to 
Clearing  House 

Next   day's   Clear- 
ing- 
Walks     (if   re- 
ceived) 
Town  (as  above) 
Metropolitan 


II 


28 


84 
84 


87 


£     s   d 


9  14    3 


/19 


250  II    6 


Branch     Cheques 
presented  by 
other  Banks- 
Thame 


10,645    6 


12    o    o 


155    o    o 
19    o    o 


26    o 


17    O     I 
12     O     o 


10,633    6    3 
4.979    3    7 


"In"  Clearing 

Paying  Cash  An- 
alysis Book     . . 


/ 


86 


200    o    o 


16,063    I    4 


£      s    d 


84  "4    5 


/19 


14,732  16    8 


£29 


I 


/19 


Balance  due  from 
Clearing  House 


♦Country  cheques  paid  in  before 
12.35  are  settled  on  the  third  day, 
mcluding  day  of  presentment  at  the 
Clearing. 


tThese  notes  i^ave  been  presented  to  the  London  Agent  and  a  Banker's  Payment 
(Town  Clearmg)  received  for  the  amount.    (See  p.  14)  *^ay™ent 
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**  Marked  "  Cheques.^ 

It  is  generally  found  impossible  to  present  at  the  Clearing 
House  all  cheques  paid  in  during  the  day,  and  in  particular 
those  received  just  before  close  of  the  banking  day  (see  example 
^12).  With  regard  to  these  late  cheques,  if  the  collecting  bank 
desires  to  be  protected  from  paying  out  against  any  which  might 
subsequently  be  returned  unpaid,  it  can  present  such  cheques 
to  the  paying  bank  direct  on  the  same  afternoon  to  be 
''marked" — that  is,  initialled  by  one  of  its  officials  as  being 
good  for  settlement  in  the  first  clearing  on  the  following  day. 

Clearing  House  Cheques:  Country. — 

On  ordinary  days  cheques  on  country  banks  must  be  paid 
in  so  as  to  reach  the  Clearing  House  by  12.35.*  Those  received 
later  will  go  into  the  following  day's  country  clearing.  Bills 
payable  in  the  country  are  not  included  in  the  clearing,  but  are 
sent  direct  for  payment.  The  records  are  similar  to  "  Town 
clearing  described  above.  After  the  close  of  the  "  Country 
clearing  each  of  the  banks  sends  the  cheques  it  receives  to  the 
various  branches  and  the  country  l)anks  for  whom  it  acts  as 
agent.  Any  cheque  returned  "unpaid"  by  the  country  bank 
must  be  sent  direct  to  the  l)ankt  where  it  was  paid  in.  The 
credit  for  the  ''  return  "  will  be  allowed  at  a  subsequent  clear- 
ing. If  there  is  no  such  "  return  "  by  the  country  bank  on  the 
day  it  receives  the  cheques,  they  are  held  to  have  been  accepted 
(see  Parr  v.  Ashby),  and  the  amount  is  allowed  in  the  next 
town  settlement  (see  ;£343  7s.  yd.  in  example).  There  being 
then  always  three  days'  country  cheques  outstanding,  a  Country 
Clearing  Book  is  kept  in  which  all  the  amounts  of  country 
cheques  received  are  entered  as  shown  below.  By  this  method, 
in  respect  of  any  one  day's  receipts,  there  would  be  a  debit 
balance  on  a  Country  Clearing  Suspense  Account  representing 

*  Greenwich  Time, 
f  Its  identity  is  established  by  its  name  and  address  being  stamped  across  the  cheque. 


j> 


>> 


cheques  due  in  three  days'  time,  and  an  equal  credit  balance  on 
a  Customers'  Suspense  Account  representing  the  amounts  to  be 
credited  to  customers  in  three  days'  time.  Many  banks  are 
content  to  exclude  these  cheques  from  the  system  of  accounts 
until  they  are  settled  at  the  Town  Clearing,  when  the  debit 
comes  through  the  '*  out  "  clearing,  and  the  Current  Account 
Ledger  Department  is  advised  by  docket  so  that  it  may  credit 
the  accounts  of  the  individual  customers. 

Where  the  Customer's  Account  is  credited  at  once  with  the 
country  cheques  he  pays  in,  the  only  entry  necessary,  when 
settlement  is  made  at  the  Town  Clearing,  is  to  transfer  their 
amount  from  Country  to  Town  Clearing.  The  first  example 
following  assumes  this  to  have  happened  on  December  28  in 
respect  of  cheques  paid  in  on  December  24  and  at  once  credited 
to  the  customer. 

"OUT"   COUNTRY  CLEARING  BOOK. 


/  £   s  d 

Dec.  24      To  Cheques  on 

other  Banks..  105  412    4  8 

„    28               Do.            103  9  14  3 


/      :C    s    d 
Dec.  28      By  Town  Clear- 
ing ••        ..    3    412    4    8 
/  103 


"IN"    COUNTRY   CLEARING   REGISTER. 


/      )f    s    d 
Dec.  28     To  Town  Clear- 
ing     ••        ..5    343    7    7 
/103 


,.  ^      )C  s  d 

Dec.  24  By  Cheques  on  own 

branches,  &c.      . .  105  343  7  7 

»    28  Do.  103    84  4  5 


The  records  of  the  Clearing  Department  then  agree  on  the 
one  side  with  the  Receiving  and  Paying  Cashiers,  and  on  the 
other  side  with  the  respective  banks  at  the  Clearing  House. 
Own  Bank  Notes.— 

The  cashier  keeps  these  to  pay  away  as  often  as  they  are 
received  by  him.  The  liability  of  the  bank  on  its  notes  in 
circulation  is  the  amount  sanctioned  less  those  which  its  cashier 
holds  (.see  page  43). 
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Country  Bank  Notes. — 

On  presentation  to  the  London  agent  by  the  Walks  Depart- 
ment he  gives  a  banker's  payment  for  them,  which  passes  at 
once  through  the  clearing  like  a  ''  town  "  cheque  (see  ;£io  and 
^15,  pages  II  and  5).  The  notes  are  sent  the  same  afternoon 
to  the  country  bank  like  a  country  cheque. 

Notes  of  the  Bank  of  England.— 
Cheques  on  the  Bank  of  England.— 

At  page  3  it  has  been  mentioned  that  the  notes  received  are 
listed  ready  for  payment  mto  the  Bank  of  England.  It  is  not 
the  custom  for  the  London  bankers  and  the  Bank  of  England 
to  put  again  into  circulation  any  of  its  notes  which  reach  their 
hands,  with  the  result  that  the  life  of  a  jQs  bank-note  is  about 
a  week.  The  Bank  of  England  clears  "out"  only— /.^., 
presents  cheques  on  other  banks  at  the  Clearing  House,  but 
demands  that  cheques  on  it  shall  be  paid  in  by  the  presenting 
bank  direct  to  its  account  at  the  Bank  of  England.  See  £t^  8s. 
in  the  following  example  : — Such  cheques  and  the  totals  of  listed 
notes  are  entered  in  a 

BANK   OF   ENGLAND   BOOK. 
"  Gold«smith's  Book." 


Paid  In 

Drawn  Out 

Date 

•0 
"o 
0 

0 

£ 
25 

Cheques 

and 
Warrants 

f 

3 

II 

Total 

/ 

Total 

Dec.  28 

Rec  eiving 
Cashier's 
Cash    An- 
alysis Book 
Clearing 
B  a  1  a  n  ce 
Book  .... 

£    sd 

73    8  0 
1.330    4  8 

£     sd 

98    8  0 
1.330    4  8 

Notes.. 
Silver. . 

17 
17 

£   s   d 
90   0   0 
10   0   0 

1 

£1,403  12  8 

f  1,428    12  8 

£100   0   0 

/5 

/'7 

Ul 

/  103 

/  103  &• 
/  19 

CASH  AND   CASH   ARTICLES. 
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The  item  of  j£ioo  drawn  out  represents  an  amount  of  notes 
and  silver  which  the  ca.shier  obtains  from  the  Bank  of  England 
by  presenting  a  cheque  on  the  bank's  account  there.  It  will 
be  distributed  among  the  paying  cashiers  according  to  their 
requirements. 

The  daily  total  of  debits  and  credits  to  the  Bank  of  England 
will  be  obtained  from  this  book. 

Scotch  and  Irish  Notes  and  Cheques. — 

These  are  usually  sent  for  collection  to  the  London  office  of 
the  Scotch  or  Irish  bank  which  acts  as  agent.  The  cheques 
are  then  remitted  for  payment  direct  to  the  various  towns  where 
the  agent  has  a  branch,  failing  which  they  are  passed  through 
the  Ivlinl)urgh  or  Dublin  Clearing  House.  Settlement  takes 
place  in  London  twice  a  week.  Unpaid  articles  are  posted  by 
the  returninir  !)ank  direct  to  the  crossing  bank. 

Urgent  Cheques. — Country  Bills. — 

Articles  payable  in  Isle  of  Man  or  in  Channel  or  Scilly  Isles. — 

These  are  usually  posted  direct  to  the  bank  on  which  drawn, 
or  to  a  local  agent  for  collection,  the  proceeds  being  remitted 
by  bankers'  payment,  or  a  credit  in  account. 

Foreign  Cheques. — 

When  cheques  or  drafts  on  banks  situate  abroad  are  received 
for  collection  they  are  forwarded  to  a  foreign  agent  or  corre- 
spondent to  collect.  The  amount  is  entered  in  a  Foreign  Drafts 
to  Collect  Register,  and  is  allowed  to  stand  there  (without  enter- 
ing into  the  system  of  accounts)  until  the  proceeds  are  received 
by  the  receiving  cashier  and  the  customers  are  credited. 

A  more  elaborate  pr(x:ess  would  be  for  the  foreign  bank  to 
be  debited  in  account,  and  a  Suspense  Account  to  be  credited. 
If  the  foreign  Ijank  then  send  a  draft  on  a  London  bank  for  the 
amount,  less  commission,  the  amount  should  be  marked  off  in 


It 


^aoa 


■^M 
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the  Foreign  Drafts  to  Collect  Register,  an  entry  being  made  in 
the  Receiving  Cashier's  Register,  and  the  customer  credited 
with  the  amount  received.  At  the  same  time,  i)y  docket,  the 
Ledger  Department  would  l)e  advised  to  debit  Suspense 
Account,  and  credit  the  foreign  l)anker  with  the  amount 
originally  entered.  If,  as  an  alternative,  the  amount  is  left 
standing  to  the  foreign  bank's  debit  in  account,  on  its  acknow- 
ledgment Suspense  Account  will  similarly  be  debited  and  the 
customer  credited. 

Alternatively,  a  cheque  or  draft  on  a  foreign  bank  may  be 
sold  at  once,  and  the  proceeds  immediately  credited  to  the 
Customer's  Account,  *'  under  recourse."  The  article  so  bought 
can  either  be  sent  to  the  bank's  foreign  agent  for  collection,  as 
mentione<l  above,  or  re-sold  with  the  bank's  endorsement.  In 
the  latter  case,  entries  have  to  be  made  establishing  the  liability 
of  the  bank  to  refund,  if  necessary.  For  this  purix)se  an 
account  is  opened  "  Liability  under  Endorsement,"  and  a 
further  one  "  Customers'  Liability  under  Endorsement."  The 
latter  is  debited  and  the  former  credited  on  purchase  of  the 
draft,  the  entries  being  reversed  when  the  draft  is  pai<l. 

Summary  and  Daily  Cash  Agreements. — 

Summarising,  now,  the  cash  transactions  for  the  day,  it  is 
first  of  all  necessary  to  balance  the  coin  and  notes.  Each 
cashier  will  in  his  Till  Book  add  his  receipts  to  or  deduct  his 
payments  of  coin  and  notes  from  the  balance  with  which  he 
Started,  and  should  then  find  the  resulting  total  agree  with  the 
amount  in  his  till.  Shortages  or  surpluses  should  be  placed  to 
a  separate  account  in  the  General  Ledger.  Each  one  will  then 
state  his  balance  of  coin  and  notes  to  the  chief  cashier  for  entry 
in  the  Coin  and  Notes  Daily  Balance  Book. 
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(From  a  book  kept  like  this  a  branch  will  supply  the 
information  referred  to  on  page  98.) 

The  l>alances  in  the  hands  of  all  the  cashiers  must  in  total 
equal  the  balances  shown  in  this  lKX)k,  and  this  can  i>e  shown 
by  listing  them.  In  an  office  where  there  are  many  cashiers, 
the  chief  cashier  ^^iil  keep  his  stock  of  coin  and  notes,  and  the 
various  cashiers  will  at  the  end  of  each  day  hand  him  their 
receipts  of  coin  and  notes,  except  a  sum  of  (say)  ;£40o,  which 
will  remain  as  a  floating  balance  in  their  hands.  I'he  chief 
cashier  will  enter  these  receipts  and  any  contra  outgoings  in  a 
''  Coin,"  ''  Stock,"  or  ''  Bullion  "  Book. 

The  total  of  cheques,  &c.,  received  according  to  the  several 
Cashiers'  Registers  is  next  listed  in  the  "  Waste  Trial  Bo<jk," 
anti  shown  to  be  in  agreement  with  the  corresponding  totals  in 
the  Cash  Analysis  Books  and  Head  Otiice  Branch  Credits 
Register. 

Finally,  there  is  entered  up  a  complete  summary  of  the  day's 
cash  transactions  in  the 
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Receipts. 

/ 

£      s  d 

£      s 

d 

Pinments. 

/ 

C      s 

d 

£      s  d 

Receiving 

Paying 

Cashiers 

Cashiers 

A— D 

3 

10,993  II  9 

A-D 

5 

15,549  2 

II 

E— G,  &c.  . . 

27 

•  • 

10,993  " 

9 

E— G,  &c...  ' 
Country  Clear- 

• • 

15.549  2  " 

Bills  due 

90    7    6 

Do. 

22 

160    4.    0 

6 

ing  to  collect 

II 

•  • 

9  '4     3 

*jO    1 1 

Bills  re- dis- 

Bank of  Eng- 

counted 

28 

•  • 

4,979   3 

7 

land  balance 
due    from 
Clearing    .. 

14 

*  • 

».330    4    8 

Bink  of   Eng- 

land . . 

M 

■  • 

100  0 

0 

•Own  Notes    . . 

42 

•  • 

2,000  0 

0 

Branch    Credit 

Register 

84 

•  • 

174   0 

0 

H.O.    Do.     .. 

87 

103 

•  ■ 

26   0 

0 

103 

18,523    6 

10 

16,889     I  10 

•Cash     Balance 

Cash   Balance 

in  Morning 

105 

«!     ■ 

800    0 

0 

at  close— 
Coin    and 

Notes    as 

, 

per  Book. .     17 
Walk  Cheque 

2,405  4 

II 

to  collect.. 

II 

17  0 

I 

•Country  Clear- 

Cheque  to 

mg  to  pay   . . 

II 

84         5 

present    at 

»                     * 

Clearing  . . 

II 

12  0 

0 

2,434     5     0 

/86 

£19.323    6 

10 

£19,323     6  10 

"  On  the  Balance.**— 

The  daily  grand  total  of  cash  received  and  paid  will  be 
entered  from  this  book  into  the  Daily  Summary  Book  (page 
103).  The  agreement  of  this  statement  with  the  cash  balance 
and  the  various  registers  constitutes  the  daily  work,  known  as 
being  "  on  the  balance."  The  above  is  the  final  form,  but  as  the 
inclusion  of  all  cheques  presented  to  it  by  other  banks  at  the 
Clearing  House  could  not  be  made  till  a  late  hour,  and  would 
thus  postpone  the  balancings  of  the  day's  transactions,  a  pre- 
liminary statement  is  generally  prepared,  from  which  all  these 
•cheques  are  omitted.  The  omission  does  not  affect  the 
arithmetical  accuracy  of  the  balance,  for  their  total  is  a  credit 
to  clearing,  and  the  individual  amounts  are  debits  to  current, 
-&C.,  accounts. 


— '^"- 


I 


i 

11 


i 


2C 


ASSETS. 


Bullion. 


(Note   that  this   has  no  connection   with   the   Bullion  Book 

referred  to  on  page  i8.) 

■> 

This  does  not  often  ligure  as  an  asset  in  a  London  bank's 
books.  Generally,  it  is  sold  by  the  London  office  of  a  bank 
having  a  branch  in  a  mining  district  at  once  to  the  Bank  of 
England,  or  through  a  broker.  If  the  local  branch  has  advanced 
against  the  bullion,  it  is  an  ordinary  advance  against  consign- 
ment (see  page  34).  If,  however,  the  branch  has  bought  the 
bullion,  it  will  require  a  Bullion  Account.  After  assay  the 
bullion  received  will  be  entered  in  a  Bullion  Register,  showing 
Date,  Particulars  of  Purchase,  Price  per  oz..  Cost  to  Bank. 

If  cash  is  paid  for  it  to  the  seller  the  paying  cashier  will  be 
aiuhorised  to  enter  the  payment  as  a  purchase  of  bullion  (being 
the  same  amount  as  will  appear  under  the  heading  "  Cost  to 
Bank  "  in  Bullion  Register). 

If  the  seller  wishes  the  amount  placed  to  the  credit  of  his 
account,  a  docket  will  be  passed  for  entry  in  the  Current 
Accounts  Credit  Analysis  Book.  At  a  convenient  opportunity 
the  bullion  will  be  sold,  when  the  Bullion  Register  will  record 
the  sale,  a  docket  being  passed  for  entry  to  the  Branch  or  in 
the  Current  Accounts  Debit  Analysis  Book,  according  as  it  is 
sent  to  a  branch  or  sold  to  a  customer.  These  dockets  pass 
to  the  Ledger  Department  for  debit  (if  a  purchase),  and  credit 
(if  a  sa'e)  to  a  Bullion  Account,  (ienerally.  this  account  shows 
a  small  excess  of  sale  over  cost  price,  which  profit  is,  at  the 
closin'4  date,   written  off  to  Profit  and  Loss   Account. 


BILLS  OF  EXCHANGE RECEIVABLE.  21 

Bills  of  Exchange  ;  Receivable. 

(Sometimes  called  Bills  remitted  or  Collected  bills,  the  Contra 
Account— described  below  as  Bills  for  Collection  Suspense  Account- 
being  then  called  Bills  for  collection.) 

The  amount  of  bills  in  circulation  is  generally  believed  to  be 
diminishing,  owing  to  the  use  of  cheques  and  the  desire  to  save 
the  cash  discount. 

The  rule  regulating  the  prices  of  foreign  bills  is  that  the 
greater  the  supply  of  bills  drawn  on  London  the  more  the 
exchange  is  against  London,  and  the  greater  the  demand  for 
bills  on  London  the  more  the  exchange  is  for  London.  Full 
explanation  will  be  found  in  Geo.  Clare's  "  A  B  C  of  the 
Foreign  Exchanges." 

In  many  banks,  bills  received  at  the  branches  are  held  by 
the  Head  Office  until  maturity. 

Bills  for  Collection:  Inland 

"Bills  Deposited  "—"  Bills  Lodged  "—"  Short  Bills." 

A  customer  who  has  received  a  bill  from  a  client  to  whom 
he  has  sold  goods  will,  either  at  once,  or  a  few  days  before  it 
matures,  send  it,  with  a  slip,  to  his  bank  to  present  for  pay- 
ment on  its  due  date.  Where  the  customer  has  large  dealings  in 
bills,  the  bills  will  be  left  with  the  bank  several  days  before 
maturity,  so  as  to  give  it  time  to  sort  and  list  them  in  anticipa- 
tion of  presentment  at  the  Clearing  House. 
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On  receiving  the  bills,  they  are  numbered  consecutively  and 
entered  in  a 

BILLS    RECEIVED    FOR    COLLECTION    REGISTER. 
"  Short  Bill  Book  " — "  Deposit  Bill  Journal." 


(From  a  book  kept  like  this,  a  branch  will  supply  the 
information  referred  to  on  page  98.) 

Bills  payable  at  a  bank's  branches  may  be  entered,  being 
debited  to  the  branch  as  sent  forward  for  collection. 

Some  traders,  in  order  not  to  have  any  complication  of 
exchange  in  their  books,  will  draw  on  a  foreign  purchaser  in 
sterling,  the  rate  of  exchange  being  fixed  by  the  first  endorser. 
Such  bills  will  be  entered  at  their  sterling  value. 

If  the  bank  desires  to  have  very  full  information  as  to  the 
business  conducted  by  its  customer,  it  will  then  have  the  bills 
entered  in  a  Bills  for  Collection  Ledger  ("Bill  Ledger,"  or 
"  Short  Bill  Ledger  ")  exactly  similar  to  the  Bills  received  for 
Discount  Ledger  (see  page  26).  The  bills  will  be  sorted  accord- 
ing to  due  date  and  entered  in  a 

BILL  DIARY. 
"  Bill  Journal  "— "  Short  Bill  Diary." 


Dec. 

Date  received 

28  (due  date) 

t 

1                 Jan.  9  (due  date) 

No. 

/ 

Amount 

Date  received 

No. 

/ 

Amount 

Dec.  I 

570 

II 

£160    4    0 

Dec.  28 

1 

751 

£H   2   0 

/  19  &  113 

«m 
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(The  total  of  the  bills  shown  as  not  matured  in  diis  book  will 
agree  with  the  Bills  for  Collection  Account  in  the  General 
Ledger.) 

Then  they  are  put  away  in  cases  arranged  in  the  order  of 
thdr  due  date,  and  according  to  the  locality  where  they  are 
payable. 

To  complete  the  double-entry,  the  paying-in  slip  for  ^£84  2s. 
should  be  passed  for  credit  to  a  Bills  for  Collection  Suspense 
Account,  /  103. 

Collection  at  Maturity.— 

On  the  afternoon  of  the  day  previous  to  the  due  date  the 
bills  are  marked  off  against  the  Bill  Diary,  and  those  payable 
at  town  or  metropolitan  clearing  offices  are  sent  to  the  Clearing 
House  next  morning  for  payment.    Country  bills  are  sent  direct 
by  post  for  payment  (see  page  15).     At  the  same  time  a  docket 
is  prepared  from  which  the  Clearing  Department  is  debited  and 
Bills  for  Collection  credited.     Again,  to  complete  the  double- 
entry  for  such  bills  as  are  paid,  other  dockets  would  be  pre- 
parefl    from  which    Bills  for  Collection    Suspense   Account    is 
debited   (e.g.,   with  ^160  4s.   /  103),  and  credit  is  pas.sed  ~to 
the    accounts    of    the    various  customers   through    the  Current 
Accounts  Credit  Analysis  Book  (.see  page  64).     The  "  Out  " 
Clearing  Book  (less  the  Returns)  will  supply  the  information. 
If  the  Bills  for  Collection  Ledger,  referred  to  above,  is  kept, 
each  bill  will  also  require  to  be  marked  off  there.     The  Clear- 
ing Department  is  credited  if  a  bill  is  returned  unpaid,  and  it  i.s 
forthwith    returned   to  the   customer,   any  incidental    expenses 
being  also  charged  to  his  current  account. 

It  may  be  observed  that  a  Suspense  Account  can  be  dispensed 
with,  and  the  same  result  obtained,  by  excluding  the  Bills 
Received  for  Collection  Register  from  the  system  of  accounts 
until  the  hills  are  paid.  AVhen  this  happens,  the  debit  comes 
through  the  "  out  "  clearing,  and  the  customer's  current  account 
is   credited   by   docket   through   the   Current  Accounts   Credit 
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Jills  payal.le  i„  ,he  coi.ntry  may  be  entered  in  a  separate 
'"Ok  at  the  t  me  of  the.r  despatch  for  presentation  a  few  days 
before  matiintv.  - 

Av!!l"V-'''''''  "  ''"'■^*"  ''""'"■^  ^^^  "-^"^'ly  collected  by  the 
1  iar?;.''"""''  "■'"'  '"^'"  '  ^'^'^^  '°'  -  ^'>"'g-     They 

documents  atta<he<l.  the  mstrnctions  as  to  the  delivery  of  these 
have  to  be  regarded,  otherwise  the  pr,.e.h,re  of  collection    s 

hove  descrtbed.     Uhen  received  from  abroad.  English  foreign- 
hill  stamps  must  be  attached  before  the  bills  can  be  paid  here. 

Bills  lor  Collection:   Foreign 

If  sol.l  to  foreign  bankers,  these  bills  may  be  dealt  with  as 
fore,gn  cheques  (see  page  ,5).  If  sent  for  collection,  the 
alternative  method  there  described  may  he  employed,  but  it 
must  be  remembered  that  for  interest  the  del,it  only  runs  against 
the  agent  from  the  date  of  maturity  of  the  bill. 

For  the  negotiating  bank,  there  is  a  liability  on  these  bills  as 
endorser,  „nt,l  they  are  met  by  the  acceptor  at  maturity. 

Bills  Discounted:  Inland.— 

h  freqitently  happens  that  a  customer  finds  it  convenient  or 
economical  to  anticipate  the  realisation  of  bills  that  he  holds 
He  can  do  so  by  eiidorsing  them  and  then  selling  them  to  his 
hank,  wh,ch  wnl,  after  inquiry  as  to  the  /,o^,a  fides  of  the  trans- 
actions taey  represent,  make  payment  of  the  balance  at  once, 
■subject  to  the  deduction  of  discount. 

Information  as  to  the  position  of  the  parties  to  the  bill  will  be 
obtained  from  the  Character  Book  (see  page  39). 

Having    further    agreed   as   to    the  rate   of  discount,    and 
examined  the  bills  to  .see  that  they  are  in  order  as  to  drawing 
stamping,  &c.,  the  bank  will  give  each  bill  a  number,  calculale 
^he  discount,   and  enter  it  in  the  Bills  received  for  Discount 
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(From  a  book  kept  like  fhi<;    a  u 
tion  referred  toon  page  pS  )  "''""  *^  '"'°™^- 

The  bank,  having  become  by  purchase  .h„ 

"  .s  important  to  it  to  know  thatTis    ot  ad  °'  '  """' 

on  the  endorsement  of  the  same  perlon      T  ""!  ""  ""* 

bills  are  enteied  in  a                                          "  "'^'^'^  *'«'  the 

BILLS  RECEIVED   FOR  DISCOUNT  LEDGER 
"  DISCOUNT  Ledge.  "_"  „„,  ledger." 

"^^  I^^O"— Name  of  Customer. 


No-j  Acceptor    j*^- 


Drawer 


Date 
Received 


^*>^-  19     451    R.  Smith 
I>—^..  I  Returned    ,        |  u^p.^, 
0 


Due 
Ddte 


J.  Thomas  je'J  I  Dec.  28 


Amount     Amount  f  „  , 
t)r.  Cr.         Balance 


£    ^    ^  ^    s 


90    7    6 


£    s    d 
90    7    6 


90    7    6 


The  credit    in    the  rasf   of   t     a-     , 
counted,"  and  in  that  of  TBiL;^    ^"'    ^^^"^   "  ^^■'^'^- 
i'  'o  be  paid   at  maturity)'    'IT'ct''''  ru  ''•  ^"""'"^ 
balances  on  this   boot  w.il  K  ^""^   *°'^'  of  the 

In  addition,  banks  will  enter  the  bills  in  =.  •  ■,  , 
-Acceptors'  Ledger-but  substituting  th  Lme  of  T  "  '°°' 
for  that  of  the  customer  in  order  to  kee^  h  f  ""''^'°' 
of  the  amount  they  hold  of  one  pertl  a'"f "  "'°™^'' 
column  for  name  of  customer  in  piarof  thatTo'  ""'  "'  ' 
still  further  extension  can  be  made  ^  ent  r  1 "  7.!^-  ^ 
the  name  of  the  drawer.  ^  *^^  '''"*  ""^e-- 

In  addition  to  knowing  the  character  of  the  cart!.,       ^    u 
amount  of  their  acceptances  that  it  holds,  tt  Ck  1^^': 
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see  that  the  bills  are  presented  when  due.     To  ensure  this,  they 
are  entered  under  their  due  date  in  a 

BILLS    DISCOUNTED    DIARY. 
"Daily  Lists." 
December  28  (due  date). 


Date  Received 


Nov.   19 


451 


II 


£   s   d 

90    7    6 
/  19  &  103 


How  Disposed  of 


Paid   in 


In  the  meantime,  the  slip  presented  by  the  customer  with 
the  bilLs-the  amount  of  discount  having  l;een  noted  therein— 
will  pass  to  the  Ledger  Department,  which  enters  the  total 
amount  of  each  parcel  of  bills  in  the  Current  Accounts  Credit 
Analysis  Book,  and  the  total  amount  of  discount  thereon  in  the 
Current  Accounts  Debit  Analysis  Book.  The  daily  total  of  dis- 
count charged  is  credited  to  Discount  Account  in  the  Profit  and 
Loss  Ledger. 

Collection  at  Maturity.— 

At  maturity  the  bills  are  realised  in  the  manner  already 
described  for  bills  for  collection  (see  page  2;^). 

Bills  returned  unpaid  are  listed  in  a  Past  Due  Bills  Book  (see 
page  29)  and  debited  to  the  customer,  if  possible ;  if  not,  they 
are  put  to  an  Unpaid  Bills  Account  and  proceedings  taken  on 
them. 

In  the  former  case,  the  bills  are  returned  to  the  customer 
at  once ;  in  the  latter,  notice  of  dishonour  is  given  to  all  parties 
liable  on  them. 

Bills  Discounted:  Foreign.— 

The  bills  will  be  entered  in  a  Foreign  Bills  Purchased 
Register    and   otherwise   treated    as    inland    bills    discounted 
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described  above,  except  that  the  sellers  will  be  credited  with 
the  net  amount  that  the  bills  realise.  The  amount  of  their 
foreign  currency  will  be  placed  against  them,  and  their  total 
will  be  debited  daily  to  a  Foreign  Bills  Receivable  Account  at 
the  net  amount  for  which  they  are  purchased.  At  maturity,  or 
w^hen  sold  or  forwarded  to  an  agent,  the  sum  realised  in  sterling 
is  credited  to  this  account,  the  cashier  or  the  agent  being 
debited.  At  the  closing  date  the  bills  remaining  on  hand  are 
valued  at  the  rate  of  exchange  then  ruling.  The  difference 
between  the  total  so  resulting  and  the  balance  on  the  account 
is  carried  to  Profit  and  Loss  Account  as  a  profit  or  loss  on 
exchange. 


9  e^discounting. — 

Thus  far  it  has  been  assumed  that  the  bills  in  hand  are  duly 
paid  at  maturity,  but  there  are  other  methods  by  which  bills 
may  be  withdrawn  from  the  possession  of  the  bank. 

The  great  London  banks  do  not  re-discount  London  bills. 
To  do  so  would  injure  their  credit.  No  such  practice  applies 
to  foreign  bills  in  the  London  market.  If,  however,  a  discount 
house  or  a  bank  desire  to  sell  bills  it  has  purchased,  it  may 
do  so  on  the  market  or  remit  them  to  an  agent  to  strengthen  its 
balance  with  them.  In  either  case,  a  statement  of  the  bills  sold, 
with  the  discount  deducted,  is  prepared,  which,  after  being 
press-copied,  will  be  sent  to  the  buyer.  At  the  same  time  an 
entry  will  be  made  in  a 

RE-DISCOUNT    AND    SOLD    BILL    REGISTER. 
"Sold  Bill  Register." 


Date 


Dec.  28 


Date 


Received 


Amount     Due 


Nov.  30    490   J.  Allen 


£   sd 
5,000  o  o  Feb,  4 

/    103  ; 


Days 
to  run 


38 


Rate 

Discount 

/ 

/: 

s    d 

4% 

20 

16    5 

II 

/ 

103 

Net 
Amount 


£     sd 

4,979  3  7 
/19 
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A  docket,  showing  the  gross  amount  less  the  discount,  will 
be  passed  to  the  Current  Accounts  Debit  Analysis  Book  for 
entry  to  the  buyer's  debit.  A  separate  docket,  or  a  reference 
to  the  Press  Copy  Book,  advises  the  necessary  entries  in  the 
other  Bill  Books.  In  the  example,  cash  is  assumed  to  be 
received  at  once. 

The  bank  remains  contingently  liable  on  the  bills  it  has  sold 
until  they  are  paid  by  the  acceptor  at  maturity. 

Retiring.— 

The  acceptor  will  sometimes  pay  under  discount  a  bill  before 
it  is  due.  The  procedure  is  the  same  as  if  the  bill  had  been 
sold,  but  the  entry  in  the  Sold  Bill  Register  should  state  that 
the  bill  was  ''  retired." 

Returned    Unpaid. — Past   Due — Overdue    Bills. 

Discounted  bills,  when  returned  unpaid,  are  entered  in  a 
Returned  Bill  Register  (**  Take-up  Book ")  showing  From 
whom  received.  Amount,  Charges,  Interest,  When  paid.  To 
whom  returned.     In  example  764  ^£90  7s.  6. 

/5 
Lost  Bills.— 

If  a  bill  is  lost,  the  acceptor,  drawer,  and  endorsers  should 
be  advised,  and  a  description  of  it  circulated  among  bill  brokers, 
&c.  The  acceptors  should  be  asked  for  payment  at  maturity 
under  an  indemnity,  which  should  also  be  offered  to  the  drawer. 
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Investments. 

The  securities  which  are  assets  to  a  bank  are  of  two  classes  : 

Those  it  holds  as  cover  for  advances  made  by  it,  and 
Those  it  holds  for  its  own  account. 


so 


ASSETS. 


Securities  held  against  Advances— 

An  English  hanker  who  wants  money  will  call  in  his  loans 
at  call ;  a  foreign  banker  will  sell  the  bills  he  holds. 

Loans  to  Bill  Brokers  and  to  other  Banks.-MoNEV  at  Call. 

These  are  generally  at  call-i.,.,  repayable  at  any  moment. 

A  bill  broker  buys  i)ills  from  wherever  he  can  get  them.    To 
provide  the  means  he  i>orrows  from  the  bank,  and  deposits  the 
bills  as  security  collateral  to  his  guarantee  to  repav  the  loan. 
It  IS  part  of  his  business  to  know  the  financial  standing  of  those 
whose  bills  he  buys,  and  banks  are  generally  willing  to  pay  him 
a  small  extra  rate  per  cent,  to  have  the  benefit  of  this  experience. 
On  bills  of  first-class  houses  the  margin  expected  is  a  nominal 
one.    The  bill  broker  generally  makes  up  his  bills  in  parcels  of 
-£5.000  or  ^10,000.  noting  the  individual  amounts  on  the  out- 
side wrapper,  with  (say)  a  margin  of  ^100  or  thereabout.     It  is 
convenient  that  the  bills  in  each  parcel  should  mature  about  the 
same  date. 

On  the  broker  presenting  the  bills,  the  bank  examines  them, 
and,  if  found  satisfactory,  makes  a  loan  against  them,  the  entry 
being  recorded  in  the 

BILL   BROKERS'    LOAN   REGISTER. 
"  Loans  Cash  Book." 


Date 


N'aiije 


/ 


Dec.  28 


Bell  &  Co.      I  10 


Amount 


Rate 


£     s    d 
5,000    o    o 

/I03 


Date  paid  off 


3i 


! 


If  the  broker  has  an  account  at  the  bank,  a  docket  is  passed 
for  the  entry  of  a  corresponding  amount  to  his  credit  in  the 
Current  Accounts  Credit  Analysis  Book.  If  not,  he  receives  a 
cheque,  which   is   entered  to  the   credit  of   Cash   throui^h  the 

in      Cleanng  Register. 
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If  loans  are  called  in  or  reduced,  the  reverse  takes  place : 
the  Loan  Register  is  marked  off,  and  the  cheque  received  entered 
and  collected  as  an  ordinary  cheque. 

Loans  are  also  made  on  Floaters — i.e.,  Exchequer  Bonds, 
Consol  certificates  to  bearer,  or  other  sterling  securities  trans- 
ferable by  delivery  and  guaranteed  by  the  British  or  Indian 
Government,  the  London  County  Council,  or  the  Corporation 
of  the  City  of  London. 

The  Loan  Department  may  enter  in  a  Loans  Diary  the  totals 
of  the  various  parcels  of  bills,  &c.,  lodged.  The  bill  broker 
frequently  changes  one  parcel  for  another.  These  changes  can 
also  be  there  recorded  in  the  Diary,  but  no  detail  need  be 
recorded  as  to  the  contents  of  the  parcels. 

From  the  Loan  Register,  an  entry  will  be  made  in  the  Loan 
Ledger  (or  some  equivalent  record).  In  this  book  the  broker 
will  be  debited  with  the  loans  made  to  him,  and  credited  with 
those  he  repays. 

It  must  be  remembered  that  as  the  bills  are  held  as  cover, 
not  they  but  the  amount  of  the  loan  figures  in  the  Balance  Sheet. 

Interest  is  paid  at  agreed  dates  by  cheque,  or  direct  debit  to 
Current  Account,  the  credit  passing  to  Interest  Account. 

Loans  to  Stockbrokers. — Money  at  Short  Notice. — 

These  are  generally  from  "  Account  to  Account  '* — i.e.,  from 
one  Stock  Exchange  settling  day  to  the  next.  The  settling  day 
in  Consols  is  once  a  month,  about  the  3rd ;  that  in  other  stocks 
fortnightly,  about  the  middle  and  end  of  each  month. 

The  broker  lodges  his  securities,  together  with  a  list  valuing 
them   at   the  ''make-up   price";  the   bank  inspects   the  list. 
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arranges  that  there  shall  be  a  margin  of  (say)  15  per  cent,  to 
cover  possible  market  fluctuations  during  the  account,  and  that, 
in  the  event  of  the  margin  *'  running  off,''  additional  stock  will 
be  deposited  to  re-create  it.  The  rate  of  interest  is  also 
arranged.  These  various  conditions  are  usually  recorded  in  a 
Memorandum  of  Deposit  signed  by  the  broker. 

The  bank  need  not  inquire  if  the  stockbroker  is  the  owner  of 
the  securities  he  offers  to  deposit,  see  Lo^idon  John  Stock  Bank 
V.  Simmons. 

Fully  paid-up  stocks  and  shares  other  than  those  to  bearer 
are  generally  transferred  into  the  names  of  the  bank's  nominees, 
but  for  registered  securities  blank  transfers  are  often  signed. 
It  is  usual  for  a  bank  to  keep  a  special  register  of  securities 
standing  in  the  names  of  its  nominees.  The  dividends,  &c.,  on 
the  securities  deposited  belong  to,  and  are,  where  practicable, 
collected  by  the  stockbroker. 

The  loan  is  entered  in  a 

STOCKBROKERS'  LOAN  REGISTER. 
"Loans  Cash  Uook." 


Date 

Name 

/ 

Amount 

Rate 

Date  paid  off 

Dec.  2S 

Holls  &  Co. 

10 

i       s    d 
3,000    0    0 

/103 

3l 

If  the  broker  has  an  account  at  the  bank,  a  docket  is  passed 
for  the  entry  of  a  corresponding  amount  to  his  credit  through 
the  Current  Accounts  Credit  Analysis  Book.  If  not,  he  receives 
a  cheque  which  is  entered  to  the  credit  of  Cash  through  the 
**  In  "  Clearing  Register. 
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If  loans  are  called  in  or  reduced,  the  reverse  takes  place  :  the 
Loan  Register  is  marked  off,  and  the  cheque  received  is  entered 
and  collected  as  an  ordinary  cheque. 

Stockbrokers  have  frequent  occasion  to  change  the  securities 
they  deposit.  These  changes  must  be  acceptable  to  the  bank, 
and,  to  record  them,  entries  are  made  in  a 

STOCKBROKERS'     SECURITIES     REGISTER. 
Holls  &  Co.     (Name  of  Stockbroker.) 


Date  deposited 


Name  of  Stock* 


Dec.  28 


Can.  Pac.  Railway  4%  Pref. 
N.E.  Railway  4%  Pref. 
buenos  Ayres  Western  Rail- 
way— Ordinary  Stock 


Nominal 
Amount 


£1,100 
/ 1,000 


Date 
withdrawn 


Signature  of 
Broker's  Clerk 


♦Assuming  the  make-up  price  of  these  securities  to  be  100,  103,  and  124  respectively, 
the  "  margin  "  lodged  on  the  £3.000  loan  will  be  £523. 

From  the  Loan  Register  an  entry  will  be  made  in  the  Loan 
Ledger  (or  some  equivalent  record).  In  this  book  the  stock- 
broker will  be  debited  with  the  loans  made  to  him,  and  credited 
with  those  he  repays. 

Interest  is  paid  at  agreed  dates  by  cheque,  or  direct  debit  to 
current  account,  the  credit  passing  to  Interest  Account. 

Advances  on  Consignments. — 

Another  form  of  loan  is  that  of  advances  on  consignments. 
The  method  is  for  the  bank  to  advance  to  the  consignor  an 
amount  not  exceeding  (say)  two- thirds,  or  at  most  85  per  cent., 
of  the  invoice  price  of  the  goods  shipped.  The  bills  of  exchange 
drawn  on  the  purchaser  of  the  goods  and  made  payable  to  the 
bank,  its  agent,  or  a  branch,  together  with  the  shipping  docu- 
ments and  invoices,  are  lodged  as  security.  By  first  mail  the 
bank  will  send  these  to  the  agent  or  branch  with  instructions 
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either  to  deliver  the  documents  up  on  acceptance  of  the  bill,  or 
against  dock  warrants,  or  at  maturity. 

An  entry  will  be  made  in  an 

ADVANCES   ON   CONSIGNMENT   REGISTER. 


l^-te       BUI       3^^^^^ 


De 


Ik 

— 

o 

Vm 

5, 

o 

V 

_op 

Address 

.  .^ 

u 

<n 

Acceptor 

and 

15    f  /i 

« 

O 
U 

Marks 

1           ! 

-3 
< 



4J        -  a 


c.  .«    .49.  ^^-^'eC.Binns  J.  Crerar  Xe^^le  ,..oo  34  4747c^l  .. 


4* 


/  105 


(From  a  book  kept  like  this,  a  branch  supplies  the  information 
referred  to  on  page  98.) 


An  account  will  also  be  opened  i 


m  a 


Date 


CONSIGNMENT    LEDGER. 
C.  BiNNS  (Consignor). 


Bill 


No.  j  Amount 


Payable  at 


Ti         u  '  I     jf     s  d 

l^ec.  2«    1,491  ^  2,,coo  o  ;  Newcastle 

N.S.W.    ! 


"-  ■** 

:=:  c 

u. 

c 

Advance 

—  4) 

0 

<b 

/ 

made 

Days 
Payir 

0 

£    sd 

34 

i»37o  0  0 

( 

42   'O' 


Amount  realised 


.2  ?  I  T"'  ''  '"'"'^  '^^^^^^  ^^^  ^"^  ^^^^-ipt  of  the 
amount  of  the  bdl,  the  date  is  entered  in  the  Advances  on  Con- 
signment Register,  and  the  amount  realised  is  credited  in  the 
Consignment  Ledger.    At  the  same  time,  the  account  is  debited 
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with  interest  on  the  advance  for  the  whole  period  and  a  cheque 
is  given  to  the  customer  for  the  l)alance.  accompanied  by  a 
statement  of  account  of  the  transaction.  The  interest  entries 
may  be  summarised  and  passed  in  total  for  entry  to  the  credit 
of  Interest  Account,  and  the  amount  that  the  bill  has  realised 
will  be  passed  by  docket  to  the  debit  of  the  Branch  or  agent. 


Loans  to  Customers. — 

When  a  customer  desires  to  borrow  from  a  bank,  he  gives 
it  such  information  as  is  asked  for  regarding  the  use  for  the 
money,  the  security  to  be  given,  the  length  of  time  for  which 
the  loan  is  required,  and  any  other  relevant  matters.  If  the 
loan  be  granted,  the  records  necessary  to  be  made  will  vary 
according  as  it  is  a  London  or  country  bank  which  makes  the 
loan. 


The   General  Country   Practice. — 

A  country  bank  allows  its  customer  to  overdraw  his  account, 
and,  for  the  guidance  of  the  Ledger  clerk,  places  a  memo- 
randum at  the  head  of  the  Ledger  Account  stating  the  limit 
(debit)  which  the  account  must  not  exceed.  No  special  book- 
keeping entry  then  is  required.  In  such  cases  the  loan  is  con- 
sidered as  constantly  renewed,  the  oldest  credit  being  held  to 
settle  the  oldest  debit  {Clayton's  case).  It  follows  from  this 
that  to  maintain  a  customer  as  a  debtor  on  the  books,  no  more 
amounts  must  be  allowed  to  come  to  his  credit,  but  to  obviate 
this,  the  memorandum  of  deposit,  guarantee,  &c.,  should  cover 
all  advances  made  "from  time  to  time."  Compare  Rouse 
V.  The  Bradford  Banking  Company,  If  notice  is  received  of  a 
second  mortgage  or  charge  on  the  security,  the  account  should 
be  immediately  ruled  off  and  a  fresh  one  opened,  no  further 
overdraft  being  permitted.    (See  Deelcy  v.  Lloyds  Bank ^  1912.) 

The  London  practice  regarding  loans  is  now  gaining  vogue. 
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The  General  London  Practice.^ 

London  hanks,  on  the  other  hand,  generally  require  a 
Customer's  C\irrent  Account  to  be  in  credit.  If  a  loan  is 
granted  an  entry  is  made  in  a 

CUSTOMERS'    LOAN    REGISTER. 


Date 

Name 

/ 
36 

/ 
66 

Amounts 
Loaned 

Rate 

Date  repayable 

Amounts 
Repaid 

Dec.  2b 

J.  Bean 

£     s   d 
1,500  0   0 

/103 

4i 

Jan. 10 

£     s     d 

■■  -■■                           ..-,.. 

(From  a  book  kept  like  this  a  branch  supplies  the  information 
referred  to  on  page  98). 

A  docket  is  at  the  same  time  prepared — 

I)!'.  J.  Bean,  Loan  Account  

CV.  J.  Bean,  Current  Account /^»50O 

Rate  4^. 
and  passed  for  entry  in  the  Current  Accounts  Credit  Analysis 
Book.  Against  the  credit  so  placed  to  his  Current  Account, 
the  customer  draws  in  the  ordinary  way.  If  he  require  more 
accommodation,  a  further  entry  debiting  Loan  Account  and 
crediting  Current  Account  is  made.  The  Loan  Department 
enters  ihe  loan  in  a 

CUSTOMERS'    LOAN    LEDGER. 
J.  Bean. 


Dr. 

Cr. 

Balance 

Interest 

Date 

Descrip-     « 

f      tion  of      " 

Security  !  ^ 

Amount 
Loaned 

(U 

i 

/ 

Amount 
repaid 

Date 

0  ^ 

jj  a    Amount 

Dec.  2S 

36  Mortgage    4.*. 

£      s   d 
1,500  0  0 

£ 
1,500 

Dec.  31 

£   s   d 
3     0  II   2 
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It  will  be  noticed  that  the  London  method  is  beneficial  to  the 
bank  in  two  ways.  It  saves  time  by  placing  all  the  Loan 
Accounts  together  in  one  place,  instead  of  mixing  them  with 
Current  Accounts  showing  credit  balances ;  and  it  also  enables 
the  bank  to  charge  its  customer  with  interest  on  the  full  amount 
of  the  loan,  even  while  there  is  a  considerable  credit  balance  on 
his  Current  Account,  although  the  latter  difference  is  usually 
offset  to  some  extent  by  charging  a  commission  on  the  turnover. 

London  rates  generally  fluctuate  with  the  Bank  rate,  being, 
say,  I  per  cent,  over  it,  with  a  minimum  of  4  pet  cent. 

Loans  are  granted  on  all  sorts  of  suitable  security.  Very 
much  of  the  art  of  banking  lies  in  accepting  only  the  most 
realisable.  The  particulars  of  the  security  accepted  are  entered 
by  the  Security  Department  in  a 

CUSTOMERS'  LOAN  SECURITY  REGISTER. 

*•  Security  Book  " 

J.  Bean  (Name  of  Customer). 


Date 

Loan 

Rate 

Particulars  of  Security 

Date  returned 

Signature 

Dec.  28 

£    s  d 
1,500  0  0* 

4h 

Mortgage  on  Freehold 
Property  at  Edgware 

B.  Eden. — (See  p.  60.) 


*  London  practice. 

It  is  often  found  convenient  to  keep  together  in  one  Register  a  record  of  all  customers' 
securities  held,  except  those  of  brokers,  in  which  case  columns  for  "  Loan  "  and  "  Rate  " 

are  omitted  (see  page  76). 
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To  the  security  is  attached  the  letter  of  hypothecation,  or 
equitable  charge,  signed  by  the  customer,  who  undertakes  therein 
to  do  whatever  is  necessary  if  the  bank  desire  to  realise,  and 
charges  the  property  represented  by  the  documents  with  the 
amount  of  the  loan.  Fully-paid  stocks  and  shares  should  be 
transferred  into  the  names  of  the  bank's  nominees,  though  blank 
transfers  are  often  accepted  where  possible.  Separate  Registers 
may  be  kept  for  recording  full  particulars  of  advances  on  the 
security  of  Bills  of  Lading,   Dock  Warrants,  &c. 


'    I 
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The  loan  is  paid  off  by  the  customer  paying  in  a  cheque, 
when  the  receiving  cashier  passes  the  accompanying  slip 
to  the  Loan  Department,  which  enters  the  amount  in  the 
Customers'  Loan  Register  and  credits  the  same  in  the  Customers' 
Loan  Ledger.  If  the  loan  is  paid  off  by  transfer  from  Current 
Account,  the  practice  is  for  the  customer  to  authorise  the  bank 
to  transfer  the  amount,  in  which  case  the  authority,  after  entry 
in  the  Tiirrent  Accounts  Debit  Analysis  Book,  passes  to  the 
Loan  Department  for  treatment  as  above.  At  the  same  time  the 
securities  are  returned  and  marked  off  in  the  Customers'  Loans 
Security  Register,  unless  the  customer  is  frequently  requiring 
loans,  when,  to  save  expense  of  transfer,  the  securities  m^y  well 
be  allowed  to  remain  registered  in  the  names  of  the  bank's 
nominees. 

Every  loan  which  is  repayable  at  a  fixed  date  (and  no  bank 
desires  a  loan  that  has  not  a  definite  term  to  it)  is  entered  in  a 
Loa//s  Diary  under  its  due  date.  By  this  means  the  bank  is 
kept  informed  of  the  amount  falling  due  day  by  day.  Generally 
the  loan  will  be  renewed  if  the  customer  desires. 

Interest  is  paid  at  agreed  dates  by  cheque,  or  direct  debit  to 
Current  Account,  the  credit  passing  to  Interest  Account. 
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Loans  on  Personal  Guarantee.—"  Cash  Credits." 

Special  mention  may  be  made  of  the  practice,  in  vogue  more 
largely  in  Scotland  than  in  England,  of  making  loans  on  the 
security  of  guarantees,*  and  also  of  the  Irish  practice  of  taking 
promissory  notes  signed  by  persons  of  substance.  Although  not 
an  ideal  banker's  security  it  has,  if  judiciously  used,  many 
merits,  not  the  least  of  which  is  that  it  greatly  stimulates  private 
enterprise  by  making  it  possible  for  those  with  ability  but  no- 
credit  to  carry  on  laisiness.  The  particulars  which  it  is  neces- 
sary to  record  can  generally  be  written  in  the  Customers'  Loans 
Security  Register.  If  there  are  many,  it  will  be  well  to  index 
the  names  of  guarantors  and  guaranteed,  .so  that  the  bank  may 
limit  the  amount  of  guarantee  it  accepts  from  any  man.  That 
limit  will  be  fixed  after  consulting 


\     . 
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"  Character  Books  "— '*  Reference  Books"—"  Inspection  Books." 


These  should  afford  very  complete  information  as  to  the 
status  of  any  person  on  whose  signature  a  bank  may  be  asked 
to  afford  accommodation.  The  most  usual  sources  of 
information  are  : — 


;M: 


(i)  The  bank's  own  records. 

(2)  The  records  of  other  banks,   for  bankers  will   exchange 

confidentially  information    as    to  their  customers. 

(3)  The  information  collected  by  inquiry  bureaux — such  as 

Stul)l)s,  Seyd,  Schimmelpfeng,  Bradstreet,  &:c. 


A  continuiOK  guarantee  runs  from  the  date  of  each  entry  (See  Parr  v.  Yates). 
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Securities  held  lor  own  Account 

A  bank  buys  investments  through  a  stockbroker,  paying  by 
cheque  or  crediting  the  broker's  account.  The  particulars  of 
the  purchase  will  be  entered  in  an 

INVESTMENT    LEDGER. 
Exchequer  Bonds  2f%, 


V 

9 
a 


Nominal     Price  / 
value 


Cost 


e 
V  u 

•O  3 


(6 


Date  /    .££     Price 

Sold  c  ce  I 

^>  ! 


Dec.  28  ,      £4,500 

(Per  Ram  & 
!       Co.) 
•    31     Interest  to 
I      date    . . 


97 


« 

en 

"3 
V 

PS 


£29   4  10 
/  103      '103  &  106 


'  "'  ^"°""^  ^^  ' -eliJji  ^ct JS^-- S.S^;^^-J-^^^^    acced  to 

If  purchases  and  sales  are  frequent,  Investments  Purchased 
and  Investments  Sold  Registers  will  be  kept,  but  otherwise  the 
mry  may  be  made  in  the  Paying  and  Receiving  Cashier's 
Cash  Articles  Analysis  Book.  A  country  bank  will  probably 
pay  through  its  London  agent  for  stock  purchased. 

The  Security  Department  will  receive  the  certificates  of  title 
and  enter  the  same  in  a  Security  Register.     It  is  useful  to  point 
out  that  while  a  bank  registered  as  a  limited  company  may 
make  advances  on  the  security  of  its  own  shares,,  it  may  not 
buy  or  sell  them  for  its  own  account  (see  Trevor  r.  Whitworth). 


Bank  Premises,  Fixtures,  &c. 
Separate  subsidiary  books  of  account  are  not  generally  neces- 
sary to  record   these   assets.      It   may,  however,  happen   that 
where  a  bank  possesses  many  freehold  and  leasehold  properties 
it  will  record  the  cost  of  each  in  a  small 
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Bank  premises,  even  if  situate  in  the  best  localities,  are 
unrealisable  assets  in  any  event  but  removal  or  liquidation.  It 
is  not  infrequent  then  for  banks  to  follow  the  example  of  the 
Bank  of  England,  which,  in  its  Balance  Sheet,  places  no  value 
on  its  land  and  buildings.  Even  where  the  opening  of  many 
branches  has  made  this  policy  immediately  impossible  of  com- 
plete execution,  yet  it  is  recognised  as  sound,  and  most  banks 
write  liberally  off  their  Bank  Premises  Account,  the  total  amount 
periodically  voted  for  this  purpose  being  distributed  among  the 
various  premises  owned  by  the  bank,  whose  "■  Ixx)k  value  "  will 
be  reduced  accordingly.  The  manner  of  doing  so.  and  of  pro- 
viding for  depreciation  of  leases,  also  of  recording  the  rents 
collected  from  the  bank's  tenants,  is  dealt  with  at  pages  70 
and  81. 

The  deeds  of  the  prop^ties  will  be  entered  in  a  Security 
Register  by  the  Security  Department. 

For  the  purpose  of  the  accounts  running  through  this  book, 
the  bank  is  assumed  to  possess 

Bank   Premises,   Furniture,   &c.       ...    ;^5,8oo    / 105. 

Assuming  this  to  include  the  premises  at  Thame,  the  Head 
Office  should  charge  that  branch  with  the  rent,  say,  ^£50  (page 
86),  taking  the  same  amount  to  the  credit  of  its  Rents  Account. 

Stamps. — 

The  amounts  of  cheque  and  bill  stamps,  &c.,  on  hand  will 
also  appear  among  the  assets,  and  there  will  usually  be  at  least 
two  corresponding  Stamp  Accounts  in  the  General  Ledger.   (See 

also  p.  73-) 
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CHAPTER    II. 


SUBSIDIARY    BOOKS    RECORDING    LIABILITIES.* 


Own  Bank  Notes. 

Liability  for  Repayment. — 

A  BANK  NOTE  is  iiot  merely  repayable  on  demand,  but  it  is 
payable  to  the  bearer — that  is,  to  anyone.  The  shareholders 
in  a  bank  with  limited  liability  are  liable  to  the  extent  of  the 
notes  in  circulation,  in  addition  to  the  amount  unpaid  on  the 
shares  they  hold,  should  the  latter  amount  be  insufficient  to 
pay  the  bank's  creditors.  (Companies  (Consolidation)  Act, 
1908,  Section  251  (i).)  The  partners  in  a  private  bank  are 
liable  to  the  extent  of  their  whole  estate. 

No  bank  having  an  office  within  sixty-five  miles  from  London 
may  issue  notes  payable  on  demand,  except  the  Bank  of 
England.    (Banking  Partnerships  Act,  7  Geo.  IV,  c.  46,  s.  19.) 

A  country  bank  on  issuing  its  notes  enters  their  numbers 
singly  in  a 

NOTE    REGISTER. 
Date.  /  Amount. 

Dec.  28     17        /2,ooo 

/  103  &  19 

The  date  of  issue  is  that  on  which  they  are  signed  by  the 
manager  or  cashier,   not  that  on   which  they  leave  the  bank. 


♦  The  liabilities  are  arranged  in  the  probable  order  in  which  they  are  subject  to 

immediate  repayments. 


They  are  passed  to  the  cashier,  who  enters  them  in  the  Coin 
and  Notes  Daily  Balance  Book,  and  pays  them  out  as  occasion 
offers.  The  occasion  for  a  new  issue  being  rare,  the  only  other 
record  will,  probably,  be  in  the  Daily  Summary  Book  (see  page 
103)  for  credit  to  Notes  Issued  Account. 

Differing  Practice  as  to  Reissue. — 

It  has  been  mentioned  on  page  14  that  London  banks  and 
the  Bank  of  England  do  not  re-issue  the  latter's  notes.  A 
country  banker,  however,  re-issues  his  own  notes  as  they  are 
returned  to  him,  and  does  not  cancel  any  until  he  finds  he  has 
more  on  hand  than  he  requires,  or  they  may  have  become  too 
old  and  dirty  for  circulation.  The  date  of  cancellation  is 
marked  in  the  Note  Register  against  the  numbers  of  the  notes 
cancelled,  and  the  notes  can  then  be  destroyed. 

The  total  nominal  value  of  the  notes  cancelled  will  be  entered 
in  the  Paying  Cashier's  Register,  and  through  the  Daily 
Summary  Book  a  debit  will  pass  to  the  Notes  Issued  Account. 

The  total  value  of  the  notes  not  marked  off  in  the  Note 
Register  will  always  be  the  same  as  the  balance  on  the  Notes 
Issued  Account. 

Motes  in  Circulation. — 

To  ascertain  the  true  amount  of  the  bank's  own  notes  in 
circulation  at  any  moment,  the  amount  of  the  notes  in  the 
cashier's  hands  must  be  deducted  from  the  balance  on  the  Notes 
Issued  Account.  That  this  deduction  was  not  made  was  one  of 
the  points  of  indictment  against  the  Dumbell  Bank  officials. 
The  result  of  omitting  to  do  so  is  to  show  that  the  bank  has  a 
larger  cash  balance  than  it  really  has,  but  its  apparent  liability 
on  notes  in  circulation  is  correspondingly  increased. 

£  2 
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Weekly  Return  to  Government. — 

By  the  Bank  Charter  Act,  7  &  8  Vict.,  c.  32,  s.  18,  every 
bank  that  issues  notes  is  required  to  send  weekly  a  statement 
of  its  notes  in  circulation  to  the  Commissioners  of  Stamps  and 
Taxes.  The  circulation  for  each  day  of  the  week,  ending 
Saturday,  must  be  given,  and  the  total  divided  by  six  to  give 
the  daily  average ;  and  the  declaration  as  to  its  truth  contained 
in  Schedule  B  of  the  Act  must  be  .signed  at  the  end  of  every 
period  of  four  weeks. 

A  .statement  is  required  of  Scotch  banks  that  issue  notes^ 
showing  whether  their  circulation  is  above  the  limit  fixed  by 
8  &  9  Vict.,  c.  38  (1845).  I^  it  is,  it  must  not  exceed  the  gold 
and  silver  coin  at  the  principal  place  of  is.sue. 


I  1 


Current  Accounts. 
"  Drawing  Accounts." — "  Customers'  Accolnts." 

In  London,  for  the  reasons  explained  on  page  35,  Current 
Accounts  are  nearly  always  in  credit ;  in  the  country  they  may 
be  in  debit  or  credit.  When  they  are  in  debit  they  are  loans,, 
and  as  such  are  dealt  with  on  page  35. 

With  reference  to  those  in  credit  (which  form  the  majority  of 
Current  Accounts),  their  number  is  so  large  that  considerable 
division  of  the  Current  Accounts  Ledger  is  necessary  to  enable 
every  account  to  be  kept  up  daily.  It  is  possible  that  one 
account  may  be  so  active  as  to  require  a  Ledger  to  itself,  and 
that  a  single  class  of  accounts  may  be  formed  into  a  separate 
department.  Any  special  matters,  such  as  the  minimum  balance 
allowed,  should  be  noted  at  the  head  of  the  account. 


current  accounts. 
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Credits  to  Accounts.- 


On  page  i  the  "recording  of  the  money  received  was  stated. 
It  is  now  necessary  to  trace  its  credit  to  the  Customer's 
Account.  The  paying-in  slip  (or  a  separate  docket)  is  passed 
by  the  receiving  cashier  to  the  Ledger  Department,  where  the 
name  and  amount  is  entered  in  a  Current  Accounts  Credit 
Analysis  Book. 

CURRENT    ACCOUNTS    CREDIT    ANALYSIS    BOOK. 
♦'Sectional  Cash  Book" — "Check  Ledger." 


Name 

♦Description 

/ 

64 
47 
64 
64 

47 
66 

47 
47 

A  to  Be 

BitoC 

D  and  E 

T.  Dixon 
J.  Brown 
T.  Dixon 
Do. 

C.  Binns 
J.  Bean 
J.  Brown 
Do. 

Cash 

Cash 

Bill  collected  . . 
Bills  discounted 
(and  see  next  page) 
Consignment  . . 

Loan 

Branch  

Security 

£    s  d 
1,500   0  0 

£      s  d 
12   0   0 

•  • 

1,370  0   0 

25   0   0 
1,992  II   0 

£      s  d 
10,440   3   9 

160   4   0 
2,045    3   9 

1,500   0   0      3,399  II   0 

Grand  Total  . . 

12,645  "    6 

£■17,545    2    6 

1 
1 

/103 

*  This  column  is  often  omitted. 

(In  the  example  one  cashier  is  assumed  to  receive  for  three 
Ledgers;  but  he  may,  naturally,  receive  for  more  or  less.) 

The  slip  then  passes  for  entry  to  the  credit  of  the  Customer's 
Account  in  the  Current  Account  Ledger ;  in  doing  so  the  Ledger 
folio  is  placed  on  the  slip. 

Debits  to  Accounts. — 

Similarly,  as  regards  moneys  paid,  the  paying  cashier  or  the 
Clearing  Department  passes  the  cheque  presented  for  entry  in  a 
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CURRENT    ACCOUNTS    DEBIT   ANALYSIS   BOOK. 
••Sectional  Cash  Book"— "  Chbck  Ledger." 


Name 

*  Description 

/ 

67 
47 

^64 

) 

47 
47 
66 

64 

A  to  Be 

BitoC 

DandE 

B.  Eden 
J.  Brown 
T.  Dixon 

Do. 
Do. 

Do. 
Do. 

C.  Binns 
Do. 

J.  Bean 
T.  Dixon 

Cash 

House  Cheque 
Returned  Bill . . 
Charges  thereon 
Discount  on  Bills 

£2,045  3s.  gd.  .. 
Dep>osit 
Bank  Charges 
Letter  of  Credit 
Clearing 

Do 

Security 

£    s  d 

i,2og    8    4 

£    s 

4i""8 

■  • 
•  • 

>  • 

■  • 

100    0 
704  12 

■  • 

d 
5 

0 
3 

£      s  d 
558   0   0 

90    7    6 
026 

18  15    4 

9,000    0    0 
003 

1,995     I    0 

1,209    8    4    1      846    0 
Grand  Total    . . 

8 

■  • 

11,662    6    7 

£13.717  15    7 

/103 

*  This  column  is  ofien  omitted. 


The  cheque  then  passes  for  entry  to  the  debit  of  the 
Customer's  Account  in  the 

**  Current  Accounts  Ledger.*' — 

By  adding  up  the  total  credit  and  the  total  debit  as  shown 
in  each  column  in  the  above  two  books,  it  is  possible  to  agree 
each  Current  Accounts  Ledger  separately,  and  these  books, 
therefore,  act  as  a  "  Check  Ledger  "  on  the  Current  Accounts 
Ledgers.  Further,  the  grand  total  of  all  the  balances  in  the 
Current  Accounts  Ledger  must  be  equal  to  the  balance  on  the 
Current  Accounts  Ledger  Account  in  the  General  Ledger.  That 
this  is  so,  is  tested  at  very  frequent  intervals  by  extracting  a 
list  of  the  balances  on  the  various  Current  Accounts. 

Forms  of  Ledgers  in  use. — 

The  forms  of  Ledger  most  commonly  found  in  use  in 
London  are — 
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Form  A. — 


July    I 
Dec.  28 


31 


By  Balance     . . 

„    Advance    . . 
To  Letter  Credit 

,    B.  Ase— Cash 

„    Balance 


Jan.    I     By  Balance 


C.  BINNS. 
(Charles) 


Dr. 


Cr. 


Balance. 


/       £     s 
105  1 

34  ' 

92      100  0 

10     704  12 

I   722  17 

d 

0 
3 
5 

£    sd| 

157  9  8 
1,370  0  0 

£  s 
157  9 

722  17 

722  17 

d 
8 

5 
5 

£1.527     9 

8 

£1,527  9  8 

1                    •  • 
1 

722  17    5 

722  17 

1 

5 

Form  B. — 


Dr. 


Dec.  28 


31 


To  Cash— 
T.  Dixon    5 


Balance 


J.  BROWN. 
(John  Arthur) 


Cr. 


£  s  d 
41  8  5 


£  sd 


4185 

1,98827 


2,029  no 


t        £  sd        £     s  d 
Dec.28    By  Thame  jSs        25  o  o 
,  Cash  ..     2i       12  00 
„  Sale    of  j     I 

Stock  74  1,99?  "  o 


Jan.   I 


By  Balance 


a,029  no 


£2,029  II  o 


1,988    2  7 


Form  ''A"  is  useful,  because  it  shows  more  readily  the  pro- 
gress of  an  account,  and  the  fluctuations  in  the  balance  due  to 
the  customer. 

In  Form  "  B  "  the  labour  of  constantly  showing  the  balances 
on  an  account  is  met  by  showing  none  at  all.  The  account  has 
to  be  added  up  Dr.  and  Cr.  before  the  balance  at  any  moment 
can  be  ascertained. 

The  form  of  Ledger*  commonly  found  in  the  country  shows — 


Description 


Interest  Numbers.! 


Date.    Particulars.    Debits.  Credits,    of  Balance.    Balance.   Days,    uebtor.      Creditor 

(Dr.)  or  (Cr.) 


*  Its  use  is  illustrated  on  page  67. 


f  Interest  products. 
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As  is  at  once  seen,  its  chief  utility  is  to  calculate  the  interest  on 
the  face  of  the  books.  Particular  care  is  required  to  see  that 
the  balance  is  correctly  described — either  as  Dr.  or  Cr. — in  the 
column  in  front  of  the  balance.  It  is  a  useful  practice  to  enter 
debit  balances  in  red  ink. 

The  rate  of  interest  on  a  debit  balance  is  naturally  greater 
than  on  a  credit. 

As  to  the  certification  of  the  customer's  balance  direct  to  him, 
see  page  113. 


\\ 


Lodgments. 
Advantages. — 

Partaking  somewhat  of  the  nature  lx)th  of  Current  Accounts 
and  of  Deposit  Accounts  properly  so-called,  are  what  are  known 
to  many  country  banks  as  lodgments.  A  Lodgment  Account  to 
them  is  a  deposit,  for  which,  in  place  of  a  receipt,  a  Pass  Book 
is  given,  in  which  amounts  received  are  credited  and  with- 
drawals debited.  The  customer  is  allowed  to  pay  in  as  often  as 
he  likes  (though  some  banks  state  a  maximum  number  of  times 
per  annum),  and  he  may  be  permitted  to  draw  out  by  cheque. 
Some  banks  do  not  allow  this,  arguing  that,  as  they  allow  a 
higher  interest  on  a  Lodgment  Account  than  on  a  Current 
Account,  they  must  not  be  liable  to  the  trouble  and  expense  of 
having  to  deal  with  many  small  cheques,  and  they  insist  on  the 
customer  in  person  coming  to  withdraw  money.  By  so  doing 
their  account -keeping  is  much  reduced,  and  they  are  more  secure 
against  unexpected  withdrawals. 

The  form  of  a  Lodgment  Ledger  is  similar  to  that  of  Current 
Account  Ledger  (Form  C),  and  interest  is  reckoned  in  the  same 
way.     If  the  number  of  such  transactions  is  sufficiently  great. 
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there  may  be  a  lodgment  cashier;  but,  if  not,  the  cashiers 
receive  and  pay  lodgments,  and  the  credits  and  debits  pass 
through  a  Lodgment  column  in  the  Current  Accounts  Credit 
and  Debit  Analysis  Books  to  the  Lodgment  Ledger. 


Deposits. 


"  Interest  Receipts 


is 


Deposits  are  amounts  received  for  a  stipulated  period  which 
may  be  fixed  in  different  ways,  e.g.,  for  six  weeks,  for  any  time 
subject  to  seven  days'  notice.  The  rate  of  interest  allowed  will 
vary  according  to  the  length  of  the  period  and  the  notice,  and 
also  with  the  Bank  rate.  Where  additions  and  with- 
drawals are  numerous,  the  ''  without  receipt  "  method 
is  usual,  and  separate  books  can  be  kept  to  distinguish  them 
from  "  with  receipt  deposits. 


J  J 


By  Issue  of  Receipts. — 

The  country  bank  will  enter  the  receipt  of  the  money  in  its 
Deposit*  Receiving  Cashier's  Cash  Register,  and  a  receipt  will 
be  made  out  from  a  Counterfoil  Deposit  Receipt  Book.  The 
paying-in  slip  will  be  passed  for  entry  in  a 

DEPOSITS    RECEIVED    REGISTER.  . 
"Deposit    Diary." 


Amount 
Deposited 


Due  date 


Date 
repaid 


^f  Assuming  deposit  transactions  to  be  sufficiently  numerous  to  require  a  separate  Cashier 
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(From  a  book  kept  like  this  a  branch  will  supply  the 
information  referred  to  on  page  98.) 

On  withdrawal,  the  amounts  will  be  marked  off,  and  also 
entered  in  the  Deposit  Paying  Cash  Register. 

The  objection  urged  against  this  system  is  that  whenever  the 
deposit  is  partly  withdrawn,  or  the  interest  is  paid,  a  new 
receipt  should  be  prepared,  and  the  old  one  surrendered  by 
the  customer  duly  receipted,  the  amount  of  the  old  receipt 
being  entered  in  the  Deposit  Paying  Register,  and  the  new 
receipt  in  the  Receiving  Register.  As  these  two  books  are 
usually  kept  by  the  same  cashier,  it  will  be  unnecessary  to  make 
adjusting  entries,  where  a  partial  withdrawal  takes  place,  in 
order  that  the  till  money  may  agree  with  the  Deposit  Receiving 
and  Paying  Regi.sters. 

A  Ledger  will  be  kept  to  record  the  changes  in  the  deposits 
held  for  each  customer,  and  the  calculation  and  payment  of 
the  inteiest  thereon. 

Foreign  and  Colonial  banks  receive  deposits  after  this 
manner  ;  they  accept  them  at  a  rate  of  interest  generally  higher 
than  a  bank  which  trades  in  the  British  Islands  will  pay. 

By  Transfer  from  another  Account.— 

Money  is  frequently  placed  on  deposit  by  transfer  from 
Current  Account.  A  customer,  finding  he  has  more  money  on 
his  Current  Account  than  he  needs,  immediately  instructs  the 
bank  to  transfer  a  part  of  it  to  a  Deposit  Account,  so  that  he 
may  receive  interest  on  the  sum  so  set  aside.  Some  banks  will 
issue  a  receipt  to  the  customer  in  such  event,  but  the  practice 
is  not  universal,  and  is  not  commendable  if  the  receipt  is  not 


DEPOSITS. 
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required  to  be   delivered  up  on  the  deposit  being   wholly   or 
partially  withdrawn.     The  entry  will   be  made  in  a 


TRANSFER  TO 

DEPOSIT  REGISTER. 

Date 

Name 

/ 
64 

1 
/  \       Amount 

Rate 

Date  due 

Dec.  28 

T.  Dixon 

51        £9,000    0    0 
/103 

2i 

Jan.  18 

A  docket  will  be  prepared  thus — 

T.  Dixon. 

Dr.  Current  Account   ., 

Cr.  Deposit  Account.. 


) 


/9.000 


It  passes  to  the  Current  Accounts  Debit  Analysis  Book  for 
entry  to  the  debit  of  T.   Dixon's  Current  Account. 

The  Deposit  Department  open  an  account  for  each  customer 
in  a 


DEPOSIT  LEDGER. 
T.  Dixon. 

Date 

/ 

Deposit 

to.) 

i                   1 

Withdrawals        Balance          p„^_ 
(Dr.)         j          (Cr.)             ^*^ 

Days 

Interest 

C/A 

1 
1 

Dec.  28    51 

i 
31 

^9,000    0    0 

•  • 

•  • 

•  • 

£9,000     00           2j 

•   •                                                 •   • 

3   . 

• 

£1  17    0 

64 

1 
1 

i 

i 
1 

/105 

Entries  are  made  in  this  book  direct  from  the  Transfer  to 
Deposit   and   the  Deposits  Transferred   Registers. 

Withdrawal.— 

The  withdrawal  of  deposits  will  be  recorded  in  the  Deposit 
Paying  Cashier's   Cash    Register  and    in   the    Deposits    Paid 
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Register;  or,  if  transferred  back  to  Current  Account,  an  entry 
is  made  in  a  Deposits  Transferred  Register,  and  a  contra  docket 
debiting  Deposit  Account  and  crediting  Current  Account  is 
passed  to  the  Current  Accounts  Credit  Analysis  Book  for  entry 
to  the  customer's  credit.  A  diary  will  be  kept  to  record  deposits 
for  a  lixed  period  under  their  due  dates. 

Interest  Calculations. — 

Country  banks  do  not  often  change  the  rate  of  interest  they 
allow ;  London  banks  generally  vary  it  with  the  Bank  rate.  As 
to  the  manner  of  calculation  and  credit  to  customer,  see  page 
70.  Where  the  bank  credits  the  customer  at  every  change  of 
the  rate  an  additional  line  will  be  required  on  the  withdrawal 
docket  referred  to  above,  ''  Dr.  Interest  ";  and  an  additional 
column  for  interest  in  the  Deposits  Transferred  Register,  the 
daily  total  of  this  interest  being  taken  through  the  Daily 
Summary  Book  to  debit  of  Interest  Account.  The  same  practice 
can  be  followed  whenever  a  change  occurs  in  the  amount 
deposited. 


'II 


Bills  of  Exchange — Payable. 

A  bank  may  become  liable  on  a  bill  payable  either  by 
written  acceptance  on  its  own  behalf,  or  on  that  of  a  customer, 
or  by  acting  as  an  ''  in-case-of-need  "  party.  In  the  latter  case, 
an  entry  is  only  necessary  on  a  bill  being  presented  for  pay- 
ment, when  the  agent  for  whose  honour  the  bill  is  paid  is 
debited  and  the  paying  cashier  credited. 

London  is  so  much  the  centre  of  the  world's  money  market, 
and  the  great  London  banks  are  so  universally  known,  that  a 
foreign  house  in  one  place  sending  goods  to  another  elsewhere 
will  prefer  to  draw  on  a  well-known  London  rather  than  on  a 
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less-known  foreign  bank,  as  the  negotiation  of  the  bill  is  thereby 
made  easier.  The  London  bank,  if  it  is  satisfied  as  to  the 
stability  of  the  house  for  which  it  accepts,  or  if  adequate 
security  is  lodged,  will  for  a  small  consideration  accept  the 
bills.  By  so  doing  they  become  bank  bills,  and,  therefore,  a 
very  safe  security.  As  to  drafts  drawn  by  branches  on  London, 
see  page  85. 


Acceptance. — 

On  a  bill  being  left  for  acceptance,  it  will  be  compared  with 
the  instructions  received.     These  may  be — 

(i)  To  accept  the  bills  advised  by  a  certain  house  without 
regard  to  "  cover  " ;  or 

(2)  To  accept  certain  bills  advised  by  a  customer  or  a  branch. 


i 


In  all  cases  particulars  are  given  on  the  advice  note  as  to 
the  security  to  be  lodged.     This  may  be  either — 

(i)  The  deposit  of  Bills  of  Lading,  Dock  Warrants,  or  docu- 
ments of  title  to  the  merchandise  against  which  the  bills 
are  drawn.  (The  mere  fact  of  a  bill  stating  that  it  is 
drawn  against  goods  does  not  give  the  holder  a  lien  on 
the  goods  :  Ex  parte  Dever;  re  Suse.)  The  Policies  of 
Insurance,  and  Invoices  giving  particulars  as  to  the 
merchandise,  will  also  be  supplied. 

(2)  Bills  of  other  banks,  charges  on  deposits  at  other  banks. 

(3)  The  guarantee  of  substantial  names. 


i; 


1   : 
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Banks  with  a  sufficiently  large  class  of  this  acceptance  busi- 
ness will  enter  all  bills  as  advised  in  a  Bills  Advised  Book, 
marking  off  the  entry  when  the  bill  is  presented  for  acceptance. 
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**  After^date  "  Bills.— 

VVheie  the  bills  are  drawn  payable  at,  say,  three  months 
*'  after  date  "  of  drawing,  and  the  day  of  maturity  is  therefore 
known  even  before  the  bank  accepts,  it  is  not  unusual  to  find 
that  they  have  gone  into  circulation  without  being  accepted 
(of  course,  at  the  holder's  risk).  "After  date"  bills  are 
therefore  entered  direct  into  the  Bills  Accepted  Register. 

The  bill,  having  been  accepted  by  the  bank,  is  enlered  in  a 

BILLS   ACCEPTED   REGISTER. 
"Drafts    Register  "—-'•  Acceptance    Book." 


Date 

For  whose 
Account 

Drawer 

/       Amount 

Due  date 

Security 

Dec.  28 

J.  Brown     .. 
B.  Hanson  . . 

T.  Mann 

R.  Abraham. . 

i      s    d 
55    1.570     8    4 

55       971     4     3 
£2,541    12     7 

Mar.     8 
Ftb.    10 

Pig  Iron. 
ex  "  Heracles" 
(see  below) 
See  L/C  /  93 

/  103 

_, 

(From  a   oook   kept  like   this   the  branch   will   .supply   the 
information  referred  to  on  page  98.) 

Under  its  due  date  the  bill  will  also  be  entered  in 
BILLS    ACCEPTED    DIARY. 

The  full  particulars  of  the  security  may  be  entered  in  a 
SECURITIES  HELD  FOR  ACCEPTED  BILLS  REGISTER, 

which  gives  in  respect  of  these  bills  the  same  information  as 
the  Bills  Accepted  Register.  To  complete  the  double-entry, 
this  Securities  Book  (into  which  for  convenience  has  been  incor- 
porated the  Suspense  Account  referred  to  on  page  93)  should  be 
treated  as  recording  the  liability  of  the  cu.stomer  to  recoup  the 
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bank  for  its  acceptance.  As  this  liability  is  exactly  equal  to  the 
bank's  acceptances,  some  banks  do  not  keep  another  record,  but 
combine  the  two  l)ooks  in  the  Bills  Accepted  Register,  which 
they  treat  as  outside  the  system  of  accounts  until  the  bill  is  paid, 
when  the  credit  comes  through  the  "  in  "  clearing,  and  the  debit 
passes  to  the  account  of  the  customer  or  branch  for  whom 
it  is  paid.  Obviously,  such  an  omission  of  a  liability  is 
open  to  objection,  and  in  the  example  these  acceptances 
are  assumed  to  have  found  their  place  in  the  system  of 
accounts.     /  54 — ^^2,541  :  12  :  7. 

/103. 

Payment  at  Maturity. — 

The  bill  being  presented  at  maturity  to  the  paying  bank,  it, 
if  not  itself  a  clearing  bank,  will  have  prepared  an  open  cheque 
on  its  clearing  bank,  instructing  it  to  pay  the  bill  attached,  if 
regular.  At  the  same  time,  the  bill  will  be  marked  off  in  the 
Bills  Accepted  Diary.  The  daily  total  of  the  bills  .so  marked 
off  is  passed  for  entry  to  the  Daily  Summary  Book,  which  debits 
Bills  Accepted  and  credits  Securities  held  for  Bills  Accepted. 
The  balance  on  these  two  accounts  in  the  General  Ledger,  as 
already  stated,  must  always  agree.  The  che(]ue  or  the  l)ill.  if 
it  is  a  clearing  bank,  will  come  as  a  debit  through  the  In 
Clearing  Regi.ster,  and,  being  credited  by  the  cashier,  is  passed 
to  the  Branch  or  Current  Accounts  Debit  Analysis  Book  for 
debit  to  the  agent,  branch,  or  customer  for  whom  it  was 
accepted.  At  the  same  time,  the  .security  (if  any)  retained  l)y 
the  bank  as  cover  will  be  released. 

If  the  customer  has  paid  in  sufficient  funds  to  cover  the  bill 
accepted  for  him,  such  payments-in  will  have  i)assed  to  his 
credit  in  Current  Account  in  the  manner  described  on  page  45, 
the  bill  passing  to  his  debit. 
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Subject  to  special  arrangement  a  hank  retains  bills  domiciled 
by  a  foreign  customer  at  its  address,  and  paid  for  his  account. 


II 
If 


Rebate. 

It  has  been  stated  on  page  27  that  the  daily  total  of  the  dis- 
count charged  on  bills  discounted  is  passed  through  the  Daily 
Summnry  Book  to  the  credit  of  a  Profit  and  Loss  Account 
called  Discount  Account.  If  the  bills  were  re-discounted  at  the 
same  rate  as  they  were  discounted,  the  re-discount  would  be 
charged  to  this  account,  with  the  result  of  leaving  at  the  credit 
of  the  account  only  so  much  discount  as  the  bank  itself  actually 
earned  while  it  held  the  bills.  Similarly,  at  a  closing  date,  in 
order  that  there  may  be  put  to  the  credit  of  Profit  and  Loss 
Account  only  so  much  of  the  discount  as  has  been  earned  in  the 
period,  the  amount  of  discount  not  yet  earned  must  be  calcu- 
lated an«l  carried  forward  by  a  debit  to  the  old  period's  Dis- 
count .\ccount,  and  a  credit  to  the  new  period's.  The  amount 
of  this  ''  thrown  forward  "  discount  is  called  "  rebate."  On  the 
bill  discounted  ;£2,o45  3S-  9^^-»  shown  on  page  25,  it  would  at 
31st  December  be  64  days  at  5  per  cent.,  say  jQiy  i8s.  yd. 


As  rebate,  then,  can  only  exist  on  ^)ills  still  in  hand,  the  list 
of  bills  in  hand  on  the  closing  date  affords  the  most  convenient 
place  for  calculating  it. 


No  Journal  entry  is  necessary  to  record  the  rebate.  What- 
ever its  total,  the  transfer  from  Discount  Account  to  Profit  and 
Loss  Account  at  the  closing  date  is  such  an  amount  as  will  leave 
at  the  credit  of  Discount  Account  exactly  the  amount  of  the 
rebate. 
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Contingent  Liability  on  Bills  Re-discounted. 
See  Bills  Discounted  (page  28). 


Contingent  Liability  on   Foreign  Bitls  Negotiated  for 

Customers. 
See  Bills  for  Collection,  Foreign  (page  24). 


Shareholders'  (Proprietors)  Capital  (Stock). 

The  capital  of  a  joint  stock  bank  is  not  generally  fully  paid 
up — that  is  to  say,  on  each  share  is  the  liability  of  its  registered 
holder  to  pay  up,  as  demanded,  calls  to  a  stated  total  sum.  In 
some  cases,  notably  banks  incorporated  by  royal  charter,  this 
liability — uncalled  capital — is  only  enforceable  on  liquidation. 
Where  shares  are  to  bearer,  they  are  generally  fully  paid,  partly 
paid  bearer  shares  being  less  negotiable,  and,  in  fact,  illegal 
in  the  case  of  English  companies. 

In  a  private  bank,  each  partner  is  credited  with  the  capital 
he  introduces,  his  share  of  the  profits  is  credited  to  him,  and  his 
•drawings  are  debited. 

As  to  liability  on  notes,  see  page  42. 

Issue  of  New  Shares. — 

The  liability  of  a  bank  to  its  shareholders  for  calls  paid  up 
on  shares  is  not  repayable,  except  in  liquidation.  If  capital  is 
to  be  issued,*  the  amounts  received  on  application  are  entered 
by  the  cashier  and  passed  to  the  credit  of  an  Application  on 
New  Shares  Account.  Subsequent  further  receipts  of  amounts 
paid  on  allotment  or  as  result  of  calls  made  by  the  Board  of 
Directors  are  credited  in  the  same  way  to  Allotment,  ist  or  2nd 
Call  Account. 

If  an  amount  is  returned  to  a  shareholder  by  reason  of  no 
allotment  being  made,  the  cashier  is  credited  and  the  Applica- 
tion   Account   debited.      Frequently    a    list    is    made    of    the 


il 


*  The  following  remarks  do  not  apply  where  a  bank  receives  moneys  for  capital  to  be 
issued  by  another  concern.  Such  would  pass  to  credit  of  the  concern's  Current  Account 
in  the  ordnary  way. 


;, 
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I    ■ 
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applicants,  what  they  apply  for,  what  .shares  are  allotted,  and 
hovy  they  pay  for  them;  and  accounts  are  not  opened  in  the 
ordinary  Share  Ledgers  until  all  the  calls  made  are  paid,  Scrip 
being  issued  meantime,  or,  alternatively,  certificates  on  which 
the  payment  of  subsequent  instalments  is  endorsed. 

Tf  an  applicant  has  a  less  number  of  shares  allotted  to  him 
than  he  ai)plies  for,  the  amount  he  overpays  is  returned  to  him 
or  credited  to  his  allotment  or  first  call  account.  For  the  appli- 
cation money  retained  on  Application  Account,  for  the  call  made 
on  allotment,  or  a  subsecjuent  call,  the  Application,  Allotment, 
or  Call  Acnjunt  is  debited  through  the  Daily  Summary  Book 
with  the  total  amount  called,  and  Share  Capital  is  credited. 

It  is  very  usual  to  offer  new  shares  in  a  company  to  the  exist- 
ing shareholders  in  proportion  to  their  holdings.  The  procedure 
is  generally  as  stated  al)Ove.  except  that  they  may  renounce  in 
favour  of  other  persons,  who  are  then  entered  on  the  Register. 

Transfer  of  Shares. — 

Whenever  a  registered  share  is  transferred  from  one  share- 
holder to  another,  a  deed  of  transfer  signed  by  both  parties^ 
together  with  the  certificate  issued  by  the  bank  to  the  seller, 
is  lodged  with  the  bank  for  registration.  The  bank  numbers 
the  transfer,  and  enters  it  in  a 

TRANSFER  REGISTP:R. 
'*  Transfer  Journal." 


Transferor 
^ddre: 
iption 


Transferee 
uldre 
iptiui 


Date       '^'^"f'*''    f  Name.  Address.  Name,  .Address,  /    J'"-  °^     Distinctive     Amount 
"°-        -        Description  Description  Shares  Nos.  paid  up 


Dec.  28 


543 


M.  Lines,  &c.      H.  Toms,  &c.     ,(,       11        1,071    1,081         £5 
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If  the  board  approve  the  transfer,  the  old  certificate  (issued 
to  the  seller)  is  cancelled,  and  a  new  one  is  issued  to  the  buyer. 
At  the  same  time,  the  Seller's  Account  is  credited  and  the 
Buyer's  debited  in  a 

SHARE    LEDGER. 
"  Proprietors'    Ledger." 
(Assuming  the  Seller's  Account  to  be  closed  by  the  sale  of  11  shares  and 
the  Buyer's  opened  thereby,  the  latter's  account  will  appear  thus  :— -) 

H.    TOMS. 
725,  Cornhill,  E.G.,  Merchant. 


Date 


Transfer 
No. 


/ 


Dec.  28 


543 


58 


Dis'tinctive 

No.  of 

Shares  Bought 


1,071 


1,081 


Distinctive 

No.  of 
Shares  Sold 


Cr. 

No. 


II 


Dr. 
No. 


Bala„cel^a'4jP 


II 


£5 


Assume  all  the  other  shareholders  of  the  bank  to  hold 
between  them 

then  the  total  capital  of  the  bank  is 


1,589  shares, 


5» 


1,600 

of  ;^2o,  /."s  paid  up. 
Bearer  Shares. — 

Where  .shares  are  issued  to  bearer,  they  are  generally  issued 
in  certificates  of  i,  5,  10,  20,  50,  100,  and  500  shares,  with 
coupons  attached.  In  this  case  there  is  no  register  of  the  names 
and  addresses  of  shareholders  and  the  number  of  their  shares  : 
the  bank  will  enter  instead  in  a  book  a  record  of  the  number 
of  such  certificates  issued,  the  shares  each  represented,  and  the 
date  of  issue. 

Most  companies  have  a  lien  on  the  shares  of  their  members 
for  unpaid  calls.  (See  Companies  (Consolidation)  Act,  1908, 
I  St  Schedule,  Clause  9.)  As  to  the  effect  of  this,  see  Bradford 
Banking  Comfauy,  Lim.  v.  Briggs. 

As  to  the  purchase  of  its  own  shares  by  a  company,  see 
page  40. 
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Amalgamation. — 

On  an  amalgamation  a  list  of  its  shareholders  is  supplied  by 
the  selling  bank  to  the  purchasing  bank,  which  issues  its  share 
certificates  to  the  other  bank's  shareholders  in  the  proportion 
of  new  shares  for  old  agreed  on  in  the  deed  of  amalgamation. 
If  payment  is  partly  in  cash  a  cheque  will  be  drawn  by  the 
purchasing  bank  and  paid  to  the  selling  bank  for  distribution 
among  the  latter's  shareholders. 

In  the  purchasing  company's  books  the  purchase-price  will 
be  debited  through  the  Daily  Summary  Book  to  a  Purchase 
Account  in  the  General  Ledger,  and  Capital  credited  for  the 
new  shares  created.  To  the  credit  and  debit  of  Purchase 
Account  will  also  pass  the  amounts  of  the  assets  and  liabilities 
acquired,  the  accounts  representing  the  assets  and  liabilities 
being  respectively  debited  and  credited.  Any  expenses  inci- 
dental to  purchase  will  also  be  debited  here,  the  balance  finally 
remaining  on  the  account  being  the  net  cost  of  purchase.  - 

Annual  Summary. — 

In  accordance  with  Section  26  of  the  Companies  (Consolida- 
tion) Act,  T908,  a  List  of  Shareholders  has  to  be  tiled  annually 
at  the  office  of  the  Registrar  of  Joint  Stock  Companies  within 
seven  days  after  the  fourteenth  day  succeeding  the  tirst  ordinary 
general  meeting  in  each  year,  signed  by  the  manager  or  by  the 
secretary.  The  information  is  to  be  made  up  to  the  fourteenth 
day,  and  is  to  contain — 

(i)  The  amount  of  the  nominal  capital  of  the  company,  and 
the  number  of  shares  into  which  it  is  divided  and  the 
nominal  amount  of  each  share,  a  distinction  being  made 
between  shares  issued  for  cash  and  those  not  issued  or 
only  partly  issued  for  cash. 

(2)  The  number  of  shares  taken  from  the  commencement  of 
the  company  up  to  the  date  of  the  Summary. 
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(3)  The  amount  of  calls  made  on  each  share. 

(4)  The  total  amount  of  calls  received. 

(5)  The  total  amount  of  calls  unpaid. 

(6)  The  total  amount  paid  by  way  of  commission  in  respect 

of  any  shares  or  debentures,  or  allowed  by  way  of  dis- 
count in  respect  of  any  debentures,  since  the  date  of  the 
last  return. 

(7)  The  total  amount  of  shares  forfeited. 

(8)  The  names   and   addresses  of  the  persons   who  are  the 

directors  of  the  company  at  the  date  of  the  Summary. 

(9)  The  total  amount  of  debt  due  from  the  company  in  respect 

of  all  mortgages  and  charges  which  require  registration 
under  the  Act,  or  which  would  require  such  registration 
if   created   after  July  i,   1908. 

(10)  The   names,    addresses,  and  occupations  of   the   persons 

who  have  ceased  to  be  members  since  the  last  list  was 
made,  and  the  number  of  shares  held  by  each  of  them. 

(11)  Particulars  of  shares  transferred    by    existing    members 

since  the  date  of  the  previous  return. 

(12)  An  audited  Balance  Sheet  made  up  to  a  given  date,  con- 

taining a  summary  of  share  capital,  liabilities,  and 
assets. 


ill 

Hi 


Banking  Companies  must  also  add  a  list  of  their  places  of 
business. — Board  of  Trade  Order,  15th  August  1901. 
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CHAPTER    III. 


SUBSIDIARY  BOOKS  RECORDING  PROFIT 

AND  LOSS. 


Earnings — Services  Rendered — Expenses. 


li' 


The  receipts  and  disbursements  relative  to  each  of  the  above 
will  be  discussed  under  the  two  heads  into  which  they  naturally 
divide. 

(i)  Those   which   appertain   directly  to  some  customer   and 
are  chargeable  in  his  account. 

(2)  Those  which  relate  to  the  general  administration  of  the 
bank,  and  are  not  chargeable  to  a  customer's  account. 

Profit  and  Loss  Ledger. — 

Each  of  the  headings  in  this  chapter  is  an  item  in  the  Profit 
and  Eoss  Account.  Where  much  subdivision  is  required  a 
Profit  and  Loss  Ledger  will  be  kept,  in  which  accounts  show- 
ing the  receipts  and  disbursements  under  each  head  will  be 
recorded.  Further  division  is  practicable  by  showing  the 
accounts  of  earnings  in  an  Interest  and  Commission  Ledger, 
and  the  expenses,  &c.,  in  a  ''  Charges  Ledger."  Where  there 
is  no  necessity  for  this,  all  the  accounts  will  appear  in  the 
General  Ledger. 
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{Chargeable   to   the  Customer.) 

Interest  Earned  on  Current  Account. — 

London  banks  seldom  pay  interest  on  Current  Account.  In 
a  country  bank  the  amount  is  calculated  day  by  day,  the  addi- 
tion being  made  at  the  closing  date,  when  the  resulting  total  is 
added  to  the  Customer's  Account,  an  entry  being  made  at  the 
same  time  in  the  Current  Accounts  Analysis  Book  (debtor  or 
creditor,  as  the  case  may  be),  and  the  total  of  interest  placed 
to  the  various  accounts  entered  in  the  Daily  Summary  Book 
for  credit  or  debit  of  Interest  Account,  according  as  it  is  interest 
charged  or  interest  paid.  A  higher  rate  will  be  charged  on  a 
debit  than. on  a  credit  balance.  If  an  account  is  closed,  or  it 
is  certain  that  there  will  be  no  more  transactions  on  it,  the 
interest  may  be  included  at  once,  and  passed  through  the  same 
books  without  waiting  for  the  closing  date.  There  are  several 
methods  of  calculating  interest — 

Interest  Products  **  Forward  **  System. — 

On  the  product  system,  reckoning  the  number  of  days  forward 
to  a  known  closmg  date — e.g.,  December  t^i — and  charging  the 
same  rate  of  interest,  whether  the  balance  be  debtor  or  creditor. 

See  next  page. 
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If  any  due  date  is  beyond  the  closing  date,  the  amount 
opposite  the  due  date  must  be  multiplied  by  the  number  of  days 
beyond  that  date,  and  the  resulting  total  deducted  from  the 
numbers  on  the  same  side  of  the  account. 


I   I 


A  variation  of  the  method  of  reckoning  interest  on  an 
account  by  numbers  is  to  make  the  calculations  at  once  in  money 
values,  instead  of  doing  so  at  the  closing  date  only.  As  this 
method  is  rather  more  cumbrous  it  is  not  so  generally  adopted, 

"  Backward  "  System. — 

On  the  product  system,  reckoning  the  number  of  days  back- 
ward from  a  known  opening  date — t:.^.,  July  i — and  charging 
the  same  rate  of  interest,  whether  the  balance  be  debtor  or 
creditor. 

See  next  page. 
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If  any  due  date  is  beyond  the  closing  date,  the  amount 
opl3dSfte  the  due  date  requires  no  different  treatment  to  other 
items  in  the  account. 

The  remark  made  above,  as  to  a  variation  of  the  method  of 
reckoning  the  interest  on  an  account  by  numbers,  applies  also 
in  this  case. 

"  Balance  "  System.— 

Yet  another  method  of  calculation  is  shown  in  the  following 
example,  where  it  will  be  noticed  that  the  debit  balance  of 
interest  carries  a  different  rate  to  the  credit,  and  that  the 
interest  is  calculated  on  the  fluctuating  balance,  and  not  on  the 
individual  items. 


Limit  over  draft  ;^5oo. 


B.  EDEN. 
Dr.        Cr. 


Balance. 


Dr. 


Cr. 


1  I  f 

July    1     By 'Balance     105 

Dec.  28     To  Cash    ..       4 


31 

n 


By  Interest 
.  Balance 


To  Balance 


105 


£    s  d 

558    0  0 

£  s    d 

194  5     4 

Cr. 
Dr. 

£    s  d 

194     5  4 
363  14  8 

•  • 

•  • 

2  5  11 
361  8     9 

Dr. 
Dr. 

361"  "a  >9. 

£558  0  0 

£558  0  0 

361  8  9 

•  • 

361    8  9 

ays 

181 

35.159 

^ 

1,091 

184 

1,091 

.     35.159 

at  4% 

at  2i% 

=   2/4 

-  2:8:3 

•  • 

Bal.£2:5:ii 

If  the  rate  charged  flutcuates  with  the  market  rate,  the  money 
value  must  be  ascertained  to  the  date  of  every  change. 

Months  and  Years. — 

The  practice  as  to  the  number  of  days  that  are  reckoned  to  a 
month  varies. 

In  Great  Britain,  the  actual  number  is  calculated,  and  a  year 
has  365  days. 

In  Belgium,  France,  and  Austria,  the  actual  number  is 
calculated,  but  a  year  is  considererl  to  have  360  days. 

In  Germany,  30  days  are  reckoned  to  a  month,  and  360  to  a 
year. 
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Deducting  Incouie^Tax. — 

If  the  bank  should  deduct  income-tax  from  the  interest  it 
allows  on  an  account,  it  is  suggested  that  the  sum  deducted 
should  be  entered  to  the  customer's  debit  in  his  Current  Account, 
and  not  that  the  interest,  less  tax.  is  placed  to  his  credit.  The 
income-tax  deducted  by  the  bank  is  a  payment  it  makes  for 
the  customer,  and  he  should  lind  it  in  the  same  places  as  other 
payments. 

On  Loans. — 

See  pages  3 1,  ^^,  and  38. 

On  Branch  Balances. — 

See  page  71. 

Discount  on  Bills. — 

Bankers  do  not  charge  "true  discount"  on  bills,  but 
''bankers'  discount"  (page  131).  The  Discount  column  in 
Bills  Received  for  Discount  Register  supplies  the  daily  total  of 
discount  on  bills  purchased;  the  Re-Discount  and  Sold  Bill 
Register  on  those  sold.  As  to  the  i>ortion  which  is  unearned, 
see  "  Rebate,"  page  56. 

Kxchange  on  Foreign  Bills. — 

Discount  on  foreign  bills  is  calculated  by  means  of  their  con- 
version into  sterling  at  a  higher  or  lower  rate  of  exchange.  The 
manner  in  which  the  profit  or  loss  on  exchange  is  found  is  stated 
on  page  28.  By  means  of  opening  a  separate  account  for  each 
foreign  currency,  or  each  class  of  foreign  bills,  it  is  possible  to 
show  the  gain  or  loss  on  the  respective  divisions  so  made. 

Note  that  fluctuation  in  '*  sight  "  exchange  is  due  to  a 
difference  between  supply  and  demand,  and  that,  therefore,  it 
exists  as  truly  between  places  having  the  same  currency  as  those 
with  different  currencies. 
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Interest  on  Investments. — Ixter^.st  Accrued. 

As  the  interest  warrant,  or  cheque  in  payment  of  coupon,  on 
each  investment  is  received,  it  is  passed  through  the  Receiving 
Cashier's  Cash  Register,  and  is  marked  as  received  in  an 
Interest  on  Investments  Register.  The  counterpart  of  the 
warrant  (or  particulars  of  coupons  received)  is  passed  for  entry 
to  the  credit  of  the  investment  in  the  Investment  Ledger. 

At  the  closing  date  some  banks  will  ascertain  the  interest 
accrued  but  not  yet  payable  (e.g.,  Exchequer  Bonds,  one 
quarter,  less  five  days)  and  credit  Interest  Account,  debiting  the 
accounts  of  the  various  investments  from  which  the  interest  will 
be  received  ;  others  will  omit  the  accrued  interest,  treating  it 
as  an  additional  reserve. 

In  the  former  case  the  am(3unt  ac(Tued  will  be  shown  in  the 
Investment  Ledger,  Imt  it  must  Ije  noted  that  subsequently, 
when  the  whole  of  a  period's  interest  (including  the  accrued 
portion)  is  due  and  received,  only  so  much  must  be  debited  as 
due  as  has  accrued  since  the  closing  date.  In  the  example  of 
Exchequer  Bonds  (/40)  the  net  amount  that  comes  to  the  credit 
of  Interest  Account  is  ;£i  os.  4d.,  representing  the  three  days 
from  December  28  1031  only. 

In  the  latter  case  the  dividends,  &c.,  when  received  will  be 
entered  in  the  Receiving  Cashier's  Cash  Register,  be  marked 
oft'  in  the  Interest  on  Investments  Register,  and  then  pass  to  the 
credit  of  Interest  Account. 

Rents  Receivable. — 

When  there  are  many  rents  to  collect  from  tenants  of  build- 
ings owned  by  the  bank,  a  Rents  Ledger  will  be  necessary,  in 
which  every  tenant  is  debited  with  his  rental  when  due.  As  the 
rents  are  received,  the  receiving  casiiier  passes  the  paying-in 
slip  for  entry  to  credit  of  the  Tenant's  Account  in  the  Rents 
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Ledger.  In  the  example,  page  2  (T.  Simon,  £2$),  there  are 
presumed  to  be  few  tenants,  hence  the  credit  passes  direct  to 
Rents  Account.  The  rentals  are  listed  in  a  Rents  Due  Register, 
the  total  of  which  is  recorded  in  the  Daily  Summary  Book  for 
entry  to  the  credit  of  Rents  Account  in  the  General  Ledger. 
A  Sundries  Journal  may  he  used  to  collect  these  and  other  small 
credits  prior  to  entry  in  the  Daily  Summary  Book.  Rents 
accrued  but  not  due  may  be  treated  at  the  closing  date  similarly 
to  interest  accrued  but  not  due  on  investments.  Every  office 
should  be  charged  with  rent.  If  the  premises  are  the  bank's 
property  a  quarterly  or  half-yearly  debit  should  pass  from 
Head  Office  to  branch  for  the  amount  of  the  rent.  In  the 
example  (page  86)  the  Head  Office  debits  Thame  ^^50  and 
credits  Rent  Account,  and  Thame  will  debit  its  Profit  and  Loss 
Account  and  credit  Head  Office.  The  total  credit  to  Rents 
Account  is  ^£75  (see  page  103). 


Deductions  from  Karnings. 
Interest  Paid — on  Deposits  and  Lodgments. — 

If  the  rate  per  cent,  is  fixed,  the  interest  is  reckoned  at  the 
due  date.  If  a  closing  date  falls  before  a  due  date,  interest 
must,  for  the  purpose  of  balance,  be  reckoned  to  the  closing 
date.  All  the  amounts  so  calculatetl  are  listed,  and  either  paid 
to  the  customers  by  cheque  passed  through  the  paying  cashier's 
books,  or  advised  bv  docket  for  entrv  in  the  Current  Accounts 
Credit  Analysis  Book  for  credit  to  the  Customers'  Accounts. 
Or  they  may  be  added  to  the  deix)sit  by  request  (no  receipt 
being  issued;,  or  allowed  to  stand  in  the  Interest  column  of  the 
Deposit  Account ;  in  the  former  case  the  interest  is  compound, 
in  the  latter  simple.  The  total  amount  is  at  the  same  time  made 
the  basis  for  a  debit  to  Interest  Account  through  the  Daily 
Summary  Book.     If  the  rate  per  cent,  varies  according  to  the 
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Bank  rate,  the  interest  is  usually  calculated  at  the  date  of  each 
change.  The  labour  of  calculation  which  frequent  changes  of 
the  rate  cause  may  be  diminished  by  the  use  of  tables  reducing 
the  daily  rates  to  equivalent  periods  at  5  per  cent.*  Some 
banks  credit  their  customers  with  the  resulting  amount  at  once, 
but  most  will  let  the  interest  stand  on  the  face  of  the  Deposit 
Account,  and  only  credit  the  customer's  Current  Account,  either 
at  the  closing  date,  or  when  the  whole  or  part  of  the  deposit 
is  withdrawn. 

The  Bank  of  England  is  not  in  the  habit  of  allowing  interest 
on  any  amount  lodged  with  it. 

On  Current  Accounts. — 

See  page  63. 

On  Branch  Balances. — 

To  enable  a  correct  estimate  to  be  formed  of  the  success  of 
a  branch,  interest  should  be  calculated  on  the  balance  of  account 
between  it  and  Head  Office  or  other  branch,  but  per  conira  the 
Head  Office  or  other  branch  will  claim  not  to  be  charged  interest 
on  such  part  of  the  balance  as  they  were  unable  to  loan  or 
invest.  The  net  resulting  amount  of  interest  should  be  credited 
or  debited  to  the  branch,  with  a  corresponding  debit  or  credit 
through  the  Daily  Summary  Book  to  Interest  Account.  If  the 
branch  has  in  any  period  borrowed  from  Head  Office,  Head 
Office  will  debit  it  with  interest ;  if  Head  Office  has  borrowed, 
Head  Office  will  credit.  The  calculation  has  not  been  made  in 
the  example  given  in  this  book. 


♦  Any  rate  can  be  reduced  to  5'?t>  by  the  tollowing  rule  : — 

Multiply  the  number  of  days  by  the  rate  per  cent.    If  the  result  is  not  a  whole 
number,  multiply  by  2,  4,  8,  or  16  to  make  it  so. 

Divide  the  amount  on  which  the  interest  is  to  be  reckoned  by  the  same  divisor 
and  also  by  5. 

Thus  2j%  for  33  days  on  £152  equals 

5%  for  (  33  X  —  X  8  )  days  on  £  \  —  -^  5 


lor  33  days  on  £  152  equals 

(33  X  —  X  8  )  days  on  jT  (  —  -^  5  ) 
8    ;         V«    / 
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Earnings. 
Not  Chargeable  to  Customers, 

Transfer  Fees. — Registration  Fees. 

Whenever  a  shareholder  (or  his  stockbroker)  lodges  a  deed 
of  transfer  of  shares  in  the  bank,  it  is  usual  to  charge  a  fee  for 
registration,  generally  2S.  6d.  per  deed.  This  charge  is  also 
sometimes  made  on  the  registration  of  probate  of  a  will,  letters 
of  administration,  certificate  of  marriage,  death,  or  burial, 
^lany  banks  do  not  accept  women  as  shareholders. 

Fines 

for  late  attendance.      Any   moneys  received   on  this   head   are 
.usually  divided  amongst  the  .staff. 


C^harges  for  Services  Rendered. 
Those  for  which  the  Ciisfomer  is  Charged, 
Keeping  tlie  Customer's  Account. — 

This  charge  is  usually  called  "  commission,*'  and  is  reckoned 
in  the  form  of  a  percentage  on  the  turnover — i.e.,  on  the  total 
debits  during  the  period.  Some  banks  have  an  arrangement 
with  their  customers  allowing  them  to  calculate  either  on  the 
debits  or  credits,  whichever  is  the  larger  amount.  Instead  of 
charging  commission,  London  banks  require  their  customers  to 
keep  a  credit  balance  remunerative  to  the  bank;  but  if  it  is 
too  small  to  be  remunerative  a  sum  of,  say  jQi  is.,  is  charged. 
Such  amount  will  at  the  closing  date  be  debited  to  the  customer 
through  the  Current  Accounts  Debit  Analysis  Book,  listed,  and 
the  total  advised  for  entry  in  the  Daily  Summary  Book  for 
credit  to  Commission  Account. 
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Accepting  Bills.— 


An  arrangement  to  charge  a  commission  on  all  bills  accepted 
for  customers  is  frequently  made.  The  amount  of  the  commis- 
sion will  be  debited  to  the  customer  and  credited  to  Commission 
Account. 


w 


Collecting  Country  and  other  Cheques. — 

Some  London  banks  charge  for  collecting  country  cheques, 
and  Scotch  and  Irish  banks  and  the  Channel  Island  banks 
charge  for  remitting  the  proceeds  of  cheques  sent  to  them  for 
collection.  The  readiest  method  of  recording  this  is  to  place 
in  a  column  against  the  Scotch  and  Irish  cheques  the  charge  for 
collection,  and  pass  a  docket  recording  the  amount  (3d.  in 
example)  for  entry  in  the  Current  Accounts  Debit  Analysis 
Book  to  the  customer's  debit,  the  total  amount  charged  being 
advised  for  entry  through  the  Daily  Summary  Book  to  the 
credit  of  the  (say)  Scotch  bank.  A  Sundries  Journal  may  be 
used  to  gather  these  and  other  small  items  together  prior  to 
entry  in  the  Daily  Summary  Book  (see  page  103). 


II 
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Issue  of  Stamped  Cheque  Books. — 

The  Government  stamp  of  id.  per  cheque  is  charged  to  the 
customer  at  the  time  that  he  is  handed  a  Cheque  Book.  The 
cost  of  any  special  printing  on  the  cheques  that  the  customer 
may  require  to  have  done  will  also  be  debited  to  him,  the  credit 
passing  in  reduction  of  the  bank's  expenditure  on  printing  and 
stationery.  It  is  still  legal  for  a  customer  to  draw  on  his  bank 
by  writing  on  any  scrap  of  paper  that  he  may  have,  but  the 
practice  has  been  discouraged,  practically  to  the  point  of 
extinction.  A  bank  may  also  supply  bill  stamps  and  special 
forms  to  its  customers.     (See  also  page  41.) 
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Sale  or  Purchase  of  Securities. — 

The  bank  will  undertake  to  buy  or  sell  through  a  respectable 
broker  any  stock  that  a  customer  desires.  In  case  of  purcha.se 
it  will  see  that  it  receives  the  proper  dcxuments  of  title,  and 
will  deal  with  them  according  to  the  customer's  directions. 

The  record  of  the  transaction  will  be  entered  up  from  the 
Contract  Note  in  a 

SECURITIES  PURCHASED  FOR  CUSTOMERS'  REGISTER. 


Date 


Name  of 
Customer 


Dec.2o    T.Dixon., 


Stock  to  buy 


£2,000  Port  of 
London  "B" 
Stock 

Com.  &  Com. 
Stp. . . 


0) 

0 

f 

Cost 

/ 

Credit  to 
Broker 

Bank 

;  Com.* 

1 
1 

For  A/c. 

Tr'nsfer 
sent 

Tr'nsfer 
Returned 

£■   sd 

£  sd 

£  sd 

99i 

64 

1,990  0  0 

•  • 

1 

Dec. 

28 

Dec. 

28 

•  • 

64 

5  I  0 

47 

1,992  II  0 

2  10  0 
/103 

Dec. 
28 

!  V  O 


K  *^\example,  this  amount  is  debited  to  the  broker,  on  the  supposition,  as  is  frequently  the 
case,  that  the  broker  shares  his  commission  with  the  introducing  bank.  It  is  generally  found 
convenient  to  adjust  commission  with  the  broker  after  each  Account  Day,  in  a  lump  sum. 

The  net  cost  is,  subject  to  special  order,  passed  to  the 
customer's  debit  through  the  Current  Accounts  Debit  Analysis 
Book,  or  the  Head  Office  Branch  Debits  Register  for  a  Branch 
customer,  and  the  credit  is  divided  into  two  parts,  the  net  cost, 
less  the  bank's  commission  (if  each  item  is  deducted  separately), 
passing  through  the  Current  Accounts  Credit  Analysis  Book  to 
the  broker's  credit,  the  commission  being  taken  in  daily  totals 
from  the  Register  to  the  Daily  Summary  Book  for  credit  to 
Commission  Account. 

Stocks  sold  will  be  entered  in  a  similar  book,  the  bank 
debiting  the  broker  with  half  the  commission  he  earns.  The 
bank  will  also  see  that  transfers  of  registered  securities  are 
returned  duly  signed,  Scc.y  by  "  buying-in  day  "  (see  page  126). 


CHARGES    FOR    SERVICES    RENDERED.  7- 

Issue  or  Payment  of  Letters  of  Credit.— 

Issue  or  Payment  of  Circular  Notes  and  Travellers'  Cheques- 
Issue  or  Payment  of  Telegraphic  Transfers.— 

The  conditions  and  manner  of  issue  are  dealt  with  on  pages 
91  to  94.  The  foreign  corre.spondent  generally  makes  a  profit 
on  these  transactions,  owing  to  the  great  demand  abroad  for 
bills  on  London. 

Postages  Disbursed.— 

Amounts  disbursed  under  this  head  for  a  Customer's  Account 
are  charged  by  many  banks  to  their  customers.  Where  this  is 
done  at  the  closing  date,  or  some  convenient  time,  they  are 
debited  through  the  Current  Accounts  Debit  Analysis  Book  the 
total  amount  l)eing  entered  in  the  Daily  Summary  Book  for 
credit  to  Postage  Account.  The  amount  charged  to  the 
customer  will  be  either  the  exact  sum  shown  in  the  bank's 
Postage  Book  or  an  inclusive  sum  to  compound  it. 

Acting  as  Registrars  of  Stoclis  or  Shares.— 

In   the  performance  of  the.se  functions   a  bank  acts  as   the 
registrar  of  a  company  or  Government,  and  is  paid  either  bv  the 
transfer  fees  received,  or  by  a  compounded  sum.     If  the  former 
manner  is  adopted,  the  moneys  received  are  paid  to  the  receiving, 
casnier  daily,  the  credit  passing  to  the  Registrar's  Department 
Account.     In  the  latter  case  the  moneys  received  are  also  pai<l 
^o   the  receiving   ca.shier  daily,   but   the   company    is  credited 
through  the  Current  Accounts  Credit  Analy.^is  Book.    The  com- 
pounded sum  is  debited  to  the  company  when  due,  the  Regis- 
rar  s   Department   Account  being   at    the  same   time   credited 
through    the   Daily    Summary   Book.      The    expen.ses    of    the 
department  will  appear  chiefly  as  salaries. 
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Negotiation  of  Loans. — 

The  issue  of  loans  for  Government  or  other  important  bodies 
is  often  made  by  a  bank.  This  function  generally  includes  the 
payment  of  the  coupons  for  interest  on  the  loan.  These  will  be 
left  with  the  Coupon  Department  by  the  collecting  bank  (see 
page  77).  The  payments  pass  through  the  Paying  Cashier's 
Cash  Register,  and  are  debited  to  the  Government,  which  has 
already  provided  the  necessary  funds. 


Charges  for  Services  Rendered. 
T/iose  for  which  the  Customer  is  not  Charged. 
Receiving  Property  for  Safe  Custody. — 

Acting  as  custodians  of  the  plate  chests,  and  the  deeds, 
securities,    and   other  valuables   of  its  customers. 

The  liability  of  the  bank  which  receives  these  goods  is  of 
the  nature  of  gratuitous  bailee,  and  should  be  only  of  a  nominal 
character,  as  long  as  there  has  not  been  any  negligence.  There 
have  not  been  any  recent  legal  decisions  as  to  the  extent  of  the 
liability  (see  Langtry  v.  The  Union  Bank  of  London).  A  bank 
has  no  general  lien  on  securities  deposited  for  safe  custody  only. 
(See  Brandao  v.  Barnett,  1846.) 

When  receiving  the  articles,  definite  instructions  will  be 
obtained  as  to  the  authority  on  which  they  are  to  be  delivered, 
&c.  A  description,  with  the  date  received  and  name  of 
depositor,  is  then  entered  in  a 

SECURITIES    RECEIVED    FOR    SAFE    CUSTODY    REGISTER 
"  Bonds  and  Securities   Register." 

Sometimes  they  are  conveniently  included  with  securities  held 
against  loans  in  one  register  (see  p.  37).  If  bonds  with  coupons 
attached  are  deposited,  it  must  be  stated  whether  the  bank  is 
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to  collect  the  coupons  as  they  fall  due,  or  whether  the  owner 
will  see  to  that.  If  the  former  be  the  case,  the  Coupon  Depart- 
ment will  require  to  be  advised  in  order  that  it  may  collect 
the  coupons  at  the  proper  time.  Where  securities  are  received 
in  a  locked  box,  or  sealed  parcel,  no  responsibility  for  the 
contents  is  accepted  by  the  bank. 

Collection  of  Coupons,  &c. — 

This    includes    annuities,    dividends,     and    bonds    due    for 
redemption. 

Coupons. — 

Where  a  bank's  channels  of  business  are  such  that  it  receives 
either  from  the  Security  Department  or  direct  from  the 
customer  or  from  a  Branch  large  numbers  of  coupons  for  collec- 
tion, a  separate  department  is  formed.  At  other  times,  the  work 
is  frequently  performed  by  the  Walks  Department. 

Coupons  are  paid  in  on  slips  similar  to  paying-in  slips,  except 
that  the  name  of  the  loa.n  and  the  coupon  numbers  are  inserted 
in  place  of  the  names  of  the  banks  whose  cheques  are  paid  in. 

The  Coupon  Department  will  give  each  list  of  coupons  a 
number,  and  enter  particulars  of  the  coupons  to  collect  in  a 

COUPONS  TO   COLLECT  REGISTER. 


o 

Z 

CD 

2 


Date 


For  whom  I    No.  of 


ror  wnom      JNo.  ot       c         •.         Gross  Tav  Vo* 

Collecting  :  Coupons  ^  Secunty     ^^^^l^    ^^^^J  ^ Net^^      ^ 


•3 


64  Dec.  28  I  Brown  J... 


A&iz     Japan4%      «    o    o 
4451/4 


£    s    d  I   £    s    d 

O   10     O    ;      7   10     0      103 
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The  collection  is  then  made  as  described  on  page  6.  On 
receiving  the  cheque  the  corresponding  items  in  the  above  book 
will  be  marked  off,  and  the  cheque  passed  to  the  cashier  for 
encashment  in  the  ordinary  way,  a  docket  being  also  passed  to 
the  Current  Accounts  Credit  Analysis  Book  or  Head  Office 
Branch  Credits  Register  for  credit  of  the  amount,  less  tax,  to 
the  Customer's  Account  or  Branch  respectively.  The  totals  of 
such  credits  are  the  basis  for  an  entry  in  the  Daily  Summary 
Book,  debiting  Coupons  Suspense  Account  and  crediting 
Coupons  to  Collect  Account. 

The  amount  of  the  coupons,  less  income  tax,  will  always  be 
exactly  equal  to  the  amount  to  place  to  the  credit  of  the 
customer,  and  a  Suspense  Account  for  j^'j  los. — /103 — can  be 
opened  to  show  this,  as  in  the  example  given  on  page  23. 

If  a  customer  desires  a  certificate  of  the  deduction  of  income 
tax,  the  bank  which  collects  the  coupons  should  furnish  it. 

Coupons  payable  abroad  are  frequently  sold  to  foreign 
bankers  "  with  recourse  "  instead  of  being  collected. 

Dividends  and  Annuities. — 

If  a  customer  has  given  a  standing  instruction  to  a  company 
to  pay  in  to  the  bank  for  credit  of  his  account,  the  amounts  will 
reach  the  bank  periodically,  and  can  be  treated  as  cheques 
received  by  post  (see  page  6).  If  the  bank  has  to  collect  a 
warrant  received,  it  can  probably  treat  it  as  an  ordinary  counter- 
receipt  (see  page  i). 

Records  should  be  kept  to  see  that  the  proper  amount  is 
received— 6'.^.,  a  Consol  Register,  stating  the  holdings  of  the 
various  customers  for  whom  the  quarterly  dividends  are 
collected,  &c. 

Drawn  Bonds. — 

Bonds  drawn  for  redemption  are  encashed  like  coupons  (see 
above).      The   advertisement  column   of  The  Times  in   which 
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the  numbers  of  such  bonds   are  usually   advertised   should   be 
watched  for  notice  of  the  drawing. 

Executing  Standing  Orders.— 

A  bank  will  accept  from  its  customers  an  order  to  pay  a  stated 
sum  at  a  stated  time.  To  ensure  that  these  shall  be  punctually 
carried  out,  it  is  necessary  to  enter  the  instructions  in  a 

STANDIXCi  ORDERS  DIARY. 

Date 


Name  of  Customer. 


Receiving  Bank 


For  whose  Account 


Amount 


On  the  due  date,  the  docket— a  ''  Banker's  Payment  "—is 
passed  to  the  receiving  bank,  which  presents  it  like  an  ordinary 
cheque.  Owing  to  the  growth  of  clubs  and  societies  which 
collect  their  members'  subscriptions  in  this  way,  the  work  that 
this  entails  on  a  West  End  Bank  in  January  is  considerable,  and 
much  time  is  saved  by  listing  the  names  and  amounts,  and 
showing  the  total  and  the  name  of  the  club  only  on  the  docket, 
the  list  being  sent  separately  to  the  collecting  bank. 

Making  Transfers  to  Branches.—"  Transfer  Credits." 
Lodging  money  at  one  branch  for  credit  at  another. 
This  service  has  come  more  into  prominence  since  the  exten- 
sion of  banks  by  amalgamation.     The  method  of  recording  is 
fully  dealt  with  on  pages  Z^  to  88. 


Expenses. — Charges. 
(i)  ChargeaUe  io  customer. 

(See  Charges  for  Services  Rendered,  page  72.) 
(2)  Not  chargeable  to  the  customer. 
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Salaries  of  Staff 

Each  o:T:cer  will  receive  a  docket  or  cheque  for  the  amount 
of  his  salary  due,  which  passes  to  the  credit  of  his  Current 
Account,  or  as  a  voucher  to  the  paying  cashier  on  payment  of 
the  amount.  The  monthly  total  is  listed  in  a  Salaries  Book,  and 
the  total  is  the  basis  for  the  entry  in  the  Daily  Summary  Book 
for  debit  to  Salaries  Account.  Overtime  will  be  similarly  dealt 
with.  Banks  keep  a  full  and  confidential  record  of  the 
promotions  and  changes  of  position  effected  among  their  staffs. 
.  Pensions  to  the  Staff.— 

These  are  of  the  nature  of  deferred  pay.  A  separate  fund  is 
usually  built  up  out  of  the  profits  of  the  bank,  and  the  pensions 
paid  thereout.  Sometimes  the  bank  and  its  staff  will  each  con- 
tribute in  accordance  with  some  fixed  scale,  a  valuation  being 
made  periodically,  say,  every  fifth  year,  to  see  that  the  fund  is 
adequate  to  meet  its  accruing  liabilities.  If  there  is  no  separate 
fund,  the  pensions  will  be  paid  as  salaries  are. 

The  board  of   directors  may  contribute  out  of   the   bank's 
funds  without  special   authority  from  the  shareholders.     (See 
Henderson  v.  Bank  of  Australasia.) 
Directors'  Fees. — 

The  payment  of  these  can  be  recorded  like  the  payment  of 
salaries.  Directors  usually  settle  between  themselves  the  appro- 
priation of  the  sum  allowed  them  by  the  shareholders.  As  to 
the  directors'  responsibility  for  the  work  of  the  staff,  see  Re 
National  Bank  of  Wales;  Dovey  and  others  v.  Cory. 

Rents,  Rates,  and  Taxes.— 
Insurance   (Fire,  Plate^glass,  &c.).— 

These  will  be  paid  by  cheque  as  they  fall  due,  credit  being 
given  in  the  Paying  Cashier's  Cash  Articles  Analysis  Book,  and 
the  debit  passing  to  a  Rents,  Rates  and  Taxes  Account  (or 
Insurance  Account,  as.  the  case  may  be),  through  the  Daily 
Summary  Book. 
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Office  (Incidental)   Expenses.— 
Petty  Cash  Expenses.— 

The  chief  of  these  will  be  (i)  Lighting  and  Heating,  and 
(2)  Stationery,  not  only  the  cost  of  all  the  books  in  use,  but 
also  of  the  Pass  Books  and  Cheque  Books  supplied  to  customers 
gratis,  the  latter  except  as  regards  the  Government  stamp. 
Before  payment,  expenses  will  be  approved  by  a  senior  officer 
of  the  bank,  after  which  they  will  be  recorded  like  rents,  rates, 
and  taxes  above,  and  pass  to  the  Office  Expenses  Account 
(Charges  Account)  through  the  Daily  Summary  Book. 
Postage. — 

If  not  included  among  Office  Expenses,  payments  on  this 
account  will  be  kept  in  agreement  with  a  Postage  Book,  and 
the  amount,  less  charges  to  customers,  will  appear  to  the  debit 
of  Postage  Account. 

Provision     for      Bad     and      Doubtful      Debts.-'   Contingency 

Account." 

Every  bank  has  a  special  reserve,  which  is  credited  with  an 
adequate  provision  for  the  known  bad  and  doubtful  debts  on 
Its  books,  and  also  with  a  sum  to  meet  unknown  contingencies. 
The  balance  of  loss  on  bad  debts  and  loans  is  written  off  through 
the  Daily  Summary  Book  to  the  debit  of  this  account.  If  a 
branch  desires  to  write  off  an  account  it  should  debit  Head  Office, 
which,  in  its  turn,  will  credit  the  branch  and  debit  the  Provision 
for  Bad  Debts  Account. 

Depreciation  of  Leases,  Bank  Premises,  and  Furniture.— 

This  is  provided  by  debiting  Profit  and  Loss  Account  through 
the  Daily  Summary  Book  with  the  amount  of  depreciation,  and 
■crediting  Bank  Premises  Account.     (See  also  page  41.) 

Furniture  is  generally  reckoned  to  depreciate  at  not  less  than 
10  per  cent,  per  annum. 


Distribution  of  Profits. 
Payment  of  Dividends.— 

The  payment  of  a  dividend  having  been  approved,  the  neces- 
sary amount  is  transferred  from  Profit  and  Loss  to  the  credit  of 
Dividend  Account.     The  warrants  are  made  out  from  lists,  sent 
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ta  the  shareholders,  and  when  presented  are  passed  through  the 
paying  cashier's  books  to  the  debit  of  Dividend  Account  in  the 
General  Ledger.  The  daily  total  of  dividends  paid  is  entered 
in  the  Daily  Summary  Book.  The  dividends  of  shareholders 
who  are  also  customers  of  the  bank  are  frequently  credited  direct 
to  Current  Account,  or  to  the  branch  where  the  shareholder 
banks,  for  his  account  there,  and  in  these  cases  warrants  are 
dispensed  with,  a  list,  with  counterfoils  attached,  being  sent  to 
each  branch. 

Payment  of  Income  Tax  on  Profits.— 

Where  this  is  not  deducted  from  the  dividends  paid  to  share- 
holders, it  is  in  the  nature  of  a  bonus  to  them,  though  due 
allowance  will  have  been  made  for  this  item  before  declaring 
the  dividend.  Care  should  be  taken  to  see  that  the  Inland 
Revenue  authorities  are  not  paid  income-tax  on  interest  already 
received  less  tax,  also  that  the  assessment  for  tax  deducted 
under  Schedule  A  (Property  in  Lands,  Tenements,  &c.)  is 
allowed  in  abatement  of  the  assessment  on  the  main  part  of  the 
l)ank's  profits  under  Schedule  D  (Profits  of  Trade).  Payment 
is  usually  made  to  Government  in  the  month  of  January  or 
Februar}. 

As  to  the  deduction  of  income-tax  from  interest  allowed  by 
the  bank,  see  page  68,  and  on  coupons,  and  rule  as  to  rate,  see 
page  6. 

Appropriation   to   General   Reserve. — 

As  good  credit  is  necessary  to  a  bank,  the  provision  of  a  large 
Reserve  Fund  is  desirable.  Hence  a  portion  of  a  bank's  profits 
is  generally  not  divided  among  the  shareholders,  but  transferred 
to  General  Reserve,  or  to  a  Reserve  for  some  special  purpose, 
e.g..  Investment  Depreciation  Reserve,  thus  serving  to  increase 
the  working  capital.  Through  the  Daily  Summary  Book,  Profit 
and  Loss  Account  is  debited  and  Reserve  credited  with  the 
amount  so  set  aside.  If  an  investment  of  like  amount  is  made 
at  the  same  time,  the  Reserve  is  considered  as  * '  invested  outside 
the  business."  If  the  investment  yields  a  lower  rate  of  interest 
than  is  paid  for  money  borrowed,  it  is  a  matter  for  decision  on 
the  facts  of  the  case  whether  such  investments  are  sound  finance 
or  not. 


CHAPTER    IV. 


SUBSIDIARY    BOOKS    RECORDING    TRANSACTIONS 
WITH  BRANCHES  AND  AGENCIES. 


Branch. — 

A  BRANCH  acts  as  a  feeder  of  a  bank's  business.  It  may  do 
so  by  obtaining  deposits  after  the  manner  of  the  London 
i)ranches  of  Colonial  banks,  or  by  affording  channels  of 
investment  like  the  Colonial  branches  of  London  banks. 

Agent. — 

Subject  to  any  special  arrangements,  an  agent  may  be 
regarded  in  bookkeeping  as  a  branch.  His  account  is  kept  in  a 
Subsidiary  Agents'  or  Correspondents'  Ledger,  ruled  similarly 
to  one  of  the  Current  Account  Ledger  forms  described  on  page 
47.     The  following  remarks  apply  equally  to  agents. 

Inters  Branch  Accounts. — 

Except  where  distance  or  great  inconvenience  makes  any 
other  course  undesirable,  branches  should  not  be  permitted  to 
debit  or  credit  each  other,  except  through  Head  Ofiice.  An 
example  of  record  in  Head  Ofiice  books  of  an  inter-branch 
transaction — transfer  of  deposit  balance  jQ^^  from  York  to 
Thame — follows.  Where  inter-branch  debits  and  credits  are 
allowed,  the  need  for  inspection  will  be  all  the  greater. 

Transactions  at  branches  can  be  classified  under  three 
heads  : — 

(A)  Those  to  which  Head  Office  is  a  party. 

(B)  Those  to  which  another  branch  is  a  party. 

(C)  Those  which  are  entirely  carried  through  in  the  branch 

ofiice  where  they  originate. 
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Class  A. 
Transactions  to  which  Head  Office  is  a  party.— 

These  will  appear  in  the  Head  Office  books  and  in  the  branch 
books  as  described  below. 


Home  Branches. 
Branch  Debits  to  Head  Office.— 

Of  the  entries  originating  at  the  branches,  each  branch  sends 
up  daily  to  its  Head  Office  in  London  all  cheques  payable  in 
London  or  through  London  banks,  Clearing  House  cheques  being 
listed  according  to  Clearing  Banks. 

At  the  Head  Office,  after  their  receipt  is  recorded  in  the  Post 
Department  (see  page  6),  they  are  passed  to  the  Branch  Depart- 
ment. A  branch's  debits  are  the  Head  Office  credits,  and  vice 
versa f  hence  the  branch  debits  for  cheques  to  collect  by  Head 
Office  will  be  entered  at  Head  Office  in  a 


BRANCH  CREDITS  REGISTER. 
"  Branch  Remittance  Book." 


Date 

Branch 

Description 

of  Cheque 

or  entry 

Dr. 

f 

Cr. 

Walk  and 
House 

Clearing 

Other 
Branches 

Total 

Dec.28 

Launceston 

Thame 

Thame 

1 

Lloyd        . .     11' 
Union     .  ..      ii 

York          ..      c 

1 

1 

1 
1 

£  sd 

155  0  0 

19  0  0 

•• 

£  sd 

•  ■ 

•• 
55  0  0 

£   s   d 

155   0   0 

19   0   0 

55   0  0 

174  0  0 

55  0  0 

229   0  0 

1 

1 
1 

1 

/19 

/85 

J 

/95 

After  entry  here  the  cheques  are  collected  in  the  manner 
described  in  Chapter  I. 

The  amount  of  the  day's  receipts  is  acknowledged  to  each 
branch  by  letter,   and  passed  by  docket  to  the  credit  of  the 

t  In  the  folio  column  left  blank  in  the  following  five  examples,  the  references  to  the 
Subsidiary  Branch  or  Agent's  Ledger  would  be  inserted. 
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Branch's  Current  or  "  Cash "  Account*  in  the  Subsidiary 
Branch  Ledger,  whilst  the  daily  grand  total  forms  the  basis  of 
the  credit  entry  in  the  Branch  Balances  Book. 

Bills  for  collection  sent  by  a  branch  to  Head  Office  are 
collected  as  already  described  on  page  2^,  and  credited  at 
maturity  to  the  branch. 

Branch  Credits  to  Head  Office. — 

Similarly,  the  branch  credits — e.g.,  for  a  balance  transferred 
to  Head  Office  or  another  branch — appear  at  Head  Office  in  a 

BRANCH  DEBITS  REGISTER. 
"  Branch  Transfers  Book." 


Date 

Branch 

Description 

Account  to 
credit 

Dr. 
f\ 

Current 
Accounts 

en 

•5  c 
PQ 

Total 

Dec.  28 

Thame 
York  .. 

Current  A/c. 
Deposit 

J.    Brown 
Thame  . . 

47 
c 

£sd 
25  0  0 

•  • 

£sd 
55  0  0 

£sd 
25  0  0 
55  0  0 

25  0  0 

55  0  0 

£80  0  0 

/45 

/84 

/  95 

The  former  of  these  items  will  then  pass  by  docket  for  entry 
in  the  Current  Accounts  Credit  Analysis  Book.  The  lattter  item 
passes  to  credit  of  Thame  branch  in  the  Branch  Ledger.  The 
daily  total  of  the  Register  is  the  basis  for  the  debit  in  the  Branch 
Balances  Book. 

Drafts  drawn  by  Branches  on  Head  Office. — 

These  are  entered  in  an  Advice  Book,  and  marked  off  at  Head 
Office  on  presentation  for  acceptance  when  they  are  entered  in 
the  Bills  Accepted  Register  and  the  Bills  Accepted  Diary,  and 


*  To  the  Branch  this  account  will  be  known  as  the  Head  Office  Current  or  "  Cash ' 

Account. 

+  See  note,  page  84. 
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further  dealt  with,  as  stated  on  page  52,  but  substituting  the 
word  "  branch  "  for  "  customer."  Bills  received  by  branches 
to  be  collected  in  another  part  of  the  country  are  sent  direct  to 
the  paying  bank  or  its  agent,  and  London  gives  the  branch 
credit  on  receiving  the  paying  bank's  credit  note  or  remittance. 
For  collection  of  Scotch  and  Irish  cheques,  see  p.  15. 

Head  Office  Debits  to  Branches. — 

Of  the  entries  originating  with  Head  Office,  debits  to  branches 
are  advised  from  their  respective  departments  to  the  Branch 
Department  by  which  they  are  listed,  each  branch  on  a  separate 
sheet.  The  sheets,  with  the  vouchers  attached,  are  sent  by 
post  to  the  branch,  and  at  the  same  time  the  particulars  are 
entered  in  a 

H.O.  BRANCH  DEBITS  REGISTER. 
"  Cheques  Remitted  Book."    "  Branch  Cheques  Register." 


Dr. 

Cr. 

00 

ries 
use 

in 

Date 

Branch 

Account 

Description 

• 

/  + 

u 

0 

-3  0 

02 

CQ 

Total 

£  sd 

^sd 

£sd 

£  sd 

Dec.  24 

Thame  . . 

Sundry 

Country 

clearing  . 

343  7  7 

•  ■ 

*  * 

£343  7  7 

/105 

Dec.  28 

Thame  .. 
Launces- 

Jones . . 
Seaton 

Cheque 
Cheque   for 

5 

•• 

48  7  4 

4874 

ton 

Smith,  Thame 

* 

c 

•  • 

74  0  0 

7400 

Thame  .. 

Sundry 

Country 

do. 

Notes  (3) 

clearing. . 
c  1.949-51 

19 

84  4  5 

•  • 

•  • 

8445 

16:  2  :  13 

5 

.  , 

15  0  0 

•  • 

15  00 

do. 

Rent   .. 

J  year's  rent 

70 

50  0  0 

•  • 

500  0 

8445 

"3  7  4 

74  0  0 

271  119 

/ii      /5&41 

i 

/87 

/95 

The  l)ranches  are  debited  and  the  credits  appear  in  the 
Current  Accounts  Credit  Analysis  Book,  and  other  books,  the 
daily  total  being  the  basis  for  the  entry  in  the  Branch  Balances 


+  See  note,  page  84. 
♦See  last  note,  page  87. 
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Book.  As  regards  the  items  £s4S  7s.  7^.  and  ^84  4s.  sd.,  it 
may  be  explained  that  they  are  cheques  payable  by  Thame 
presented  through  the  Country  Clearing  by  other  banks,  and  sent 
by  Head  Office  to  Thame  on  December  24  and  28,  with  a 
request  to  be  allowed  to  debit  the  branch  and  to  allow  it  in  the 
country  clearing  of  the  28th  and  3cth. 

Head  Office  Credits  to  Branches.— 

Cheques  and  credits  received  at  Head  Office  for  credit  of  a 
branch  are  recorded  by  cashiers  (see  page  7^  and  then  entered 
in  a  Head  Office  Branch  Credits  Registex 

H.O.    BRANCH    CREDITS    REGISTER.* 
"Branch   Received   Waste   Book."     "Cheques   Received  Book." 


Date    j     Branch         Account    '   Description 


Dr.lCr. 


Total 


Dec.  28 


Thame 


Ely 


Smith     . , 


Samuel  . , 


Season 
(cheque    on 
LauncestOD) 


£  s  d      £  s  d 

74  0  o 


Brown,  Lon- 
don Joint 


II 


26  o  o 


£   s   d 

74    o    o 
26    o    o 


74  o  o     26  o  o      £100    o    o 


/86    ,     /19 


/95 


The  cheques  themselves  are  passed  to  the  walk  or  clearing  for 
collection.  If  they  are  drawn  on  an  account  at  one  branch  for 
credit  of  an  account  at  another  branch,  they  will  appear  in  the 
Head  Office  Branch  Debit  Register  as  to  the  former,  and  in  the 
Head  Office  Branch  Credit  Register  as  to  the  latter  (see  item  uf 
£T4  above).  § 


*  The  nature  of  this  book  being  similar  to  the  Receiving  Cashier's  Cash  Articles 
Analysis  Book  (see  page  3)  its  scope  can  be  similarly  extended.  articles 

f  See  note,  page  84. 

§  Alternatively,  cheques  received  for  collection  which  are  payable  at  another  office 
of  the  same  bank,  are  treated  firstly  as  part  of  the  "  Out  Clearing.' '  and  subsequent  Was 
In  Clearing,"  but  the  actual  cheques  are  not  sent  to  the  Clearing  House  ^ 
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The  branches  are  credited  in  their  respective  accounts  in  the 
Branch  Ledger,  Country  Clearing  being  credited  after  the  usual 
three  days.  If  the  debits  are  to  be  collected  at  Head  Office 
they  are  passed  to  the  proper  department  for  collection;  if  to 
other  branches,  they  are  marked  off  against  the  Head  Office 
Branch  Debits  Register.  The  daily  total  is  the  basis  for  the 
entry  in  the  Branch  Balances  Book. 


Foreign  Branches. 

Duplicate  Advices. — 

The  usual  custom  of  a  bank  with  foreign  branches  is  to 
acknowledge  the  branch's  last  received  communication  per  first 
return  mail,  to  send  its  own  debit  or  credits  by  the  same  mail, 
and  a  copy  thereof  by  the  next  mail,  or  by  an  alternative  route.  ' 
Thus,  should  the  first  mail  be  lost,  little  time  elapses  ere  the 
arrival  of  the  duplicates. 

Due  allowance  being  made  for  the  longer  period  of  time 
which  must  pass  ere  advices  can  be  acknowledged,  there  is  no 
fundamental  difference  between  the  manner  of  recording  trans- 
actions with  home  and  with  foreign  branches.  Such  difficulty 
as  exists  is  due  to  the  varying  currencies  of  the  world. 

Treatment  of  Foreign  Currencies. — 

The  treatment  at  Head  Office  of  transactions  with  branches 
whose  books  are  kept  in  another  country  may  be  recorded  in  one 
of  three  ways — 

(i)  Where  the  branch  is  situate  in  a  country  with  which  the 
rate  of  exchange  varies  within  narrow  limits — e.g., 
France,  United  States. 

(2)  Where  the  branch  is  situate  in  a  country  in  which  gold 
is  not  the  legal  currency — e.g.,  China. 
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(3)  Where  the  branch  is  situate  in  a  country  in  which  gold, 
although  not  the  legal  currency,  is  much  employed  in 
the  settlement  of  debts — e.g.,  Argentine  Republic, 
where  debts  are  contracted   payable  in  paper,  and  also 


in  gold. 


Although  a  strict  regard  for  theory  would  require  that  every 
transaction  with  a  foreign  branch  should  be  entered  in  the 
Current  Account  at  the  rate  of  exchange  which  governs  it,  yet 
convenience  dictates,  more  especially  in  the  first  case,  that  a 
fixed  exchange  shall  be  adopted,  at  which  inter-branch  or  inter- 
Head  Office  and  branch  transactions  shall  be  calculated.  In 
sacrificing  to  convenience  by  recording  on  this  untrue  founda- 
tion, no  risk  is  necessarily  run,  for  the  true  position  can  always 
be  ascertained  by  valuing  the  branch  liabilities  and  assets  exist- 
ing at  the  closing  date  at  the  demand  rate  of  exchange  then 
ruling,  and  making  the  balance  of  the  branch  Current  Account 
equal  to  the  difference  between  the  liabilities  and  assets  so  valued 
by  means  of  a  transfer  to  or  from  Exchange  Account.  The 
individual  transactions  will  have  been  placed  to  the  customers* 
accounts  at  the  actual  ruling  rates,  and  the  difference  placed  to 
Exchange  Account.  In  finding  the  balance,  regard  must,  of 
course,  he  had  to  items  in  transit  (see  page  96). 

Outward  and  Homeward  Accounts  with  Branches.— 

Foreign  hanks  frequently  divide  their  Current  Accounts  with 
their  .'tranches  into  two  parts — an  "  Outward  "  (\ostro) 
Account  for  entries  originating  with  Head  Office,  and  a 
''  Homeward  "  (Loro)  Account  for  those  originating  with  the 
branch.  Where  this  is  not  done,  the  recording  of  entries 
originating  at  Head  Office  in  lx)oks  different  to  those  originating 
at  the  branch  ceases  to  serve  any  useful  purpose  (except  as  a 
method  of  dividing  work),  and  may  be  dispensed  with. 
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The  periodical  statement  of  account  between  Head  Office 
and  branch  will  probably  record  the  amounts  of  the  transac- 
tions both  in  the  home  and  the  foreign  currency. 

Drafts  Sold  by  Head  Office  on  Branch. — 

These  are  entered  in  a 

BRANCH  DRAFTS  SOLD  REGISTER. 


Date 


Dec.  28  75 


To  whom 
sold 


R. Johnson 
(cash) 


In  whose 
favour 


T.  Morgan 


Branch 


New  York 


Term 


sight 


Amount 


Equiva-     Dr.' Cr.     g>      « 
lent 


u 


1    I  •'  '  ;  (J    I  OS 


500       "OO 


i     s  d 

104    3  4 


/95 


\  See  note,  page  84. 


(From  a  book  like  this  the  branch  will  supply  the  information 
referred  to  on  page  98.) 

In  the  example  above,  the  cashier  has  been  debited,  but  it 
may  also  happen  that  a  customer's  Current  Account  is  debited 
through  the  Current  Accounts  Debit  Analysis  Book.  The  daily 
total  will  be  the  basis  for  an  entry  in  the  Branch  Balances 
Book.  The  amounts  will  be  allowed  to  remain  at  the  credit 
of  a  Branch  Drafts  Sold  Account  in  a  Branch  Ledger  until  mail 
day,  when  the  total  for  each  branch  is  agreed  with  the  advices 
then  to  be  sent,  and  also  with  the  entries  in  the  Branch  Drafts 
Sold  Register.  An  entry  then  passes  to  debit  the  Branch  Drafts 
Sold  Account  and  credit  the  "  Outward  "  Current  Account  of 
the  branch  with  the  total  sum  advised. 

Branch  Bills  Purchased.— 

The  manner  of  recording  thest-  is  similar  to  foreign  bills  of 
exchange  purchased  (see  page  27). 


Ill 
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Bills  sent  to  Branch  for  Collection. — 

See  Bills  of  Exchange  for  Collection  (page  22).  They  must 
be  sent  so  as  to  enable  the  branch  to  present  at  maturity. 

Bills  received  from  Branch  for  Collection. — 

See  Bills  of  Exchange  for  Collection — Inland  (page  21). 
The  branch  will  l)e  credited  on  payment  instead  of  the  customer. 

Telegraph  Transfers  Issued. — 

These  are  practically  bills  payable  at  sight  of  telegram. 
AVhen  a  l)ank  is  asked  to  telegraph  a  remittance  to  a  Customer's 
Account  at  a  branch,  an  entry  is  made  in  a 

TELEGRAPHIC    TRANSFERS    ISSUED    REGISTER. 


Date 


Paid  in  by 


Branch 


For  whose   /    Amount 
acfount     I 


Commission 


w-5 


Total 


The  amount  is  debited  to  Cash  or  the  Customer's  Account  at 
Head  Office,  and  the  branch  is  credited  like  Drafts  sold  by 
Head  Office  on  branches.  The  credit  for  commission  and 
expense  of  cabling  pass  to  the  credit  of  these  respective  accounts. 

Telegraphic  Transfers   Received. — 

These  are  similarly  entered  in  a 
TELEGRAPHIC    TRANSFERS    RECEIVED    REGISTER, 

from  which,  however,  the  heading  "  Commission  and  Cable 
Charge  "'  will  be  omitted.  The  branch  is  debite<l  in  the 
''  Homeward  "  Account,  and  the  customer's  Current  Account  is 
.credited  "under  reserve" — that  is,  subject  to  fuller  instruc- 
tions, which  will  arrive  l)y  the  earliest  possible  mail. 

H  2 


■A 
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Letters  of  Credit  Issued. — 

A  customer  not  iiifrtfjuently  funis  it  useful  to  be  able  to  tell 
his  foreign  clients  that  they  can  have  the  bills  they  draw  against 
goods  they  sell  to  him  accepted  by  a  well-known  bank.  He  is 
able  to  do  this  by  obtaining  a  letter  stating  that,  until  a  certain 
day,  the  bank  will  accept  bills  for  his  account  to  a  stated  total 
sum.  Confirmation  of  the  opening  of  the  credit  is  invariably 
sent,  and  a  specimen  of  the  holder's  signature  enclosed  therein 
for  purposes  of  identification. 

The  issue  of  the  letter  of  credit  will  be  entered  in  a 
LETTERS    OF    CREDIT    ISSUED    REGISTER. 


Date       No. 


Iq  favour 
of 


Addressed 
to 


Term 


/ 


c 
s 
o 

c 

< 


Drafts 

advised 


Remarks 


Dec. 28      941    C.Binns..  South  £  sd 

African  Bank, 

Pretoria       March  28  47  100  o  o 


/  103 


A  docket  will  be  passed  to  the  Current  Accounts  Debit 
Analvsis  Book  to  debit  the  Customer's  Account  with  the  amount 
of  each  credit  issued,  and  a  credit  will  l)e  opened  in  a 

LKTTKRS  OF  CREDIT  LKDCER. 

The  daily  total  of  the  Register  is  the  basis  for  the  entry  in  the 
Daily  Summary  B'jok  for  credit  of  Letters  of  Credit  Issued 
Account.  As  the  bills  drawn  on  the  customer  are  advised  by 
the  branch  they  are  debited  against  the  Letters  of  Credit 
Account,  the  branch  being  credited  in  the  "  Inward  "  Current 
Account  in  the  Sul)sidiary  Branch  Ledger.  The  unused  balance 
on  the  Letter  of  Credit  is  placed  to  the  Customer's  Account  on 
his  proving  that  it  has  not  been  appropriated. 
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Circular   Letters  of   Credit.— 

These  are  issued  to  travellers,  and  are  addressed  to  the  bank's 
foreign  corresixindents  generally.  The  holder  is  also  provided 
with  a  Letter  of   Indication,  bearing  his  signature. 

Documentary  Letters  of  Credit.— 

Where  these  are  issued  by  Head  Oftice  on  the  branch,  the 
bills  to  be  accepted  will  be  presented  at  the  branch,  accom- 
panied bv  the  shipping  d(K^uments.  i'.ach  set  of  documents  will 
be  sent  to  the  Head  OHice  by  first  mail,  or  dealt  with  as  directed 
by  the  terms  of  the  Letter  of  Credit,  after  the  bills  are  accepted 
at  the  branch.  The  Head  Otiice  will  act  according  to  the 
instructions  received. 
Letters  of  Credit  Received.— 

A  Letter  of  Credit  entered  i)y  the  issuing  office  as  '*  issued  '* 
will  be  entered  by  the  receiving  ofilce  as  '*  received." 

The  Head   (Jt^fice.  having  received  advice   from  the   branch, 
enters  it  as  a  memorandum  in  its 

LETTER  OF  CREDIT  RECEIVED  REC.ISTER. 

Received  December  26th.     Issued  by  Calcutta  in  favour  of  H.  Hanson. 

AiiK-unt  /.■3,coo.*     Expires  March  i^ih. 


Date  of 

Acceptance 

of  Bill 

No. 

By  whom 
presented 

To  whom 
payable 

Due  date 

/ 

Amount 

Balance 
unappro- 
priated 

De2.  28 

473 

R.  Abraham.. 

B.  Steele 

Jan.    31 

5+ 

£    s   d 

97i     4     3 

£    s  tl 
2.028  15  9 

*  In  the  Calcutta  books  this  amount  will  apix;ar  as  a  l.etter  of  Credit  Issuetl. 

The  daily  total  of  the  bills  debited  in  the  Letters  of  Credit 
Received  Register  is  the  basis  for  the  entry  in  the  Daily 
Summary  BjK)k,  debiting  a  Bills  against  Branch  Letters  of 
Credit  Suspense  .Account  (Dr.),  the  credit  to  Bills  Accepted 
Account  being  included  in  the  daily  total  of  accept an<es  shown 
in  the  Bills  Accci)ted  Register  (see  page  54).     To  carry  out  the 
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svslem  there  descriheil,  it  will  lie  necessaiv  onlv  to  debit  the 
Branch  Account  on  payment  of  the  bill,  and  credit  the  Suspense 
Account. 

Each  hill  drawn  against  a  Letter  of  Credit  is  entered  in  this 
Kegister  on  acceptance  by  the  hank,  and  is  also  entered  under 
its  (hit-  date  in  the  Bills  Accepted  Diary,  and  otherwise  treated 
as  an  acceptance  of  the  hank  (see  page  54),  the  branch  being 
debited  ni  "  Outward  "  Current  Account  in  the  Subsidiary 
Branch  Ledger. 

Circular  Notes  and  Travellers*  Cheques. — 

These  are  generally  issued  to  customers  intending  to  travel, 
in  order  to  enable  tnem  to  obtain  funds  efi  route. 

The  cust(jmer,  on  paying  for  the  notes  or  cheques,  receives  a 
letter  on  which  he  places  his  signature.  This  letter  of  indica- 
tion usually  has  to  be  x^xhibited  as  a  certificate  of  identity  before 
a  note  or  cherjue  can  l)e  cashed.  The  keeping  of  this  letter 
separate  from  the  cheques  or  circular  notes  is  a  necessary 
condition  of  issue  (see  Hume  Dick  v.  Merries  Farquhar  ^  Co.) 

Particulars  of  the  notes  issued  are  entered  in  a 
CIRCULAR  NOTES  ISSUED  REC.ISTER,* 
giving  the  date,  number,  name,  and  address  of  the  person  to 
whom  ihey  are  issued,  the  amount,  and  leaving  space  for  the 
date  of  payment  to  be  inserted,  and  any  other  needful  remarks. 
'J'he  t(Hal  of  this  Register  is  the  basis  for  an  entry  in  the 
Daily  Summary  Book  crediting  Circular  Notes  (or  Travellers' 
Checjues)  Account,  each  item  being  debited  to  the  customer  or 
branch  for  whom  it  is  issued. 

On  presenting  a  note  at  the  office  of  the  Ijank's  foreign  corre- 
spondents, the  customer  will  be  there  required  to  sign  his  name 
or.  the  back  of  the  note,  and  also  to  give  a  receipt,  probably  in 
duplicate.  He  will  then  receive  foreign  currency  to  the  amount 
of  the  note.     The  correspondents  will  send  the  note  cashed  and 
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the  original  receipt  to  the  bank,  with  instructions  to  credit  their 
account  or  to  send  a  remittance.  On  receipt  of  the  request,  the 
bank  marks  the  note  off  in  the  Circular  Notes  Issued  Register, 
and  the  correspondent's,  account  or  the  cashier  is  credited, 
according  to  the  correspondent's  request. 

Travellers'  cheques  (issued  by  some  banks)  are  usually 
printed  for  amounts  of  £5,  £^^^  -£20,  and  upwards,  with  their 
equivalent  in  the  various  principal  foreign  currencies.  Thus 
the  rate  of  exchange  is  fixed.  In  other  respects  they  are  treated 
exactlv  like  (Circular  Notes. 


Summary  of  Transactions. 
Those  of  the  foregoing  transactions  which  are  at  once  posted 
to  the  debit  or  credit  of  the  Branch  Accounts   in  the   Branch 
Ledger  at  Head  Office  are  summarised  thus  in  a 

BRANCH    BALANCES    BOOK. 
December   28. 


Branch  Debits  Register 
H.O.         do.        do. 


86 

I    s  d 

80  0  0 

271  II  9 

£351  "  9 

/  103 

Branch  Credits  Register 
H.O.         do.          do. 
Branch       Drafts       Sold 
Register 


/ 

84 
87 

;   229  0 
j   100  0 

d- 
0 
0 

90 

104  3 

4 

£433  3 

4 

/  103 

-  .-- 

Class  B. 
Transactions  to  which  another  Branch  is  a  party. 

Except  for  the  substitution  of  the  corresponding  branch  for 
the  Head  Office  in  the  examples  given  above,  transactioiis 
between  branches  require  no  different  treatment  in  the  branch 
books   tram  those  between  Head  Office  and  branches. 

The  items  Thame  to  York  £ss  and  Thame  to  Launceston 
;£74  are  examples  of  inter-branch  transactions  when  branches 
are  not  allowed  to  keep  Current  Accounts  with  each  other.  The 
documents  them.selves  will  pass  direct  from  branch  to  branch.* 

*  See,  however,  last  note  on  p.  87. 
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Class  C. 

Transaciioiis  which  are  cuiirdy  carried  through  in  the  Branch 

Office  7vhere  they  originate. 
•    The  records  of  any  transactions  which  are  completed  at  the 
branch  where  they  originate  do  not  require  different  treatment 
to  that  which  has  already  l^een  stated  in  these  pages  as  regards 
similar  entries  at  Head  Oifite. 


Items  in  Transit. 

Rememl)ering  that  Head  Office  (lei)its  are  branch  credits,  and 
vice  versa,  we  shall  find  that  the  Current  Account  with  a  Ijranch 
in  the  Head  Office  t)Ooks  will  be  found  in  that  branch's  books 
exactly  reversed.  Uniting,  then,  the  branch  accounts  with  those 
at  the  Head  Orlice,  we  find  that  all  entries  in  the  Current 
Account  at  the  branch  which  have  their  counterpart  in  the  Head 
Office  l>ooks,  and  are  therefore  acknowledged  by  it,  cancel  out, 
leaving  only  those  which  are  not  yet  completely  accepted  by 
l)oth.    The  latter  items  are  known  as  ''  Items  in  transit." 

Thero  are  two  methods  of  treating  these  items  when  a  com- 
bined Balance  Sheet  of  the  Head  Office  and  branches  is  required 
to  be  presented. 

Treatment  by  Analysis. — 

The  one  is  to  analyse  the  differences  l)elween  the  respective 
branches  and  the  Head  Office  into  their  component  parts,  and 
place  the  sum  of  each  of  those  parts  under  its  proper  head  in  the 
Balance  Sheet.  By  this  means  there  will  be  no  such  entry  as 
"■  Items  in  transit  "  appearing  on  the  Balance  Sheet. 

Treatment  by  Balancing. — 

The  other  method  is  to  add  together  the  differences  between 
the  respective  branches  and  the  Head  Office,  and  place  the 
resulting  total  Dr.  or  C>.,  as  the  case  may  be.  in  the  Balance 
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Sheet  as  "  Balance  between  Head  Office  and  Branches."  The 
disadvantage  of  this  method  is  that  if  the  debits  outstan<Hng 
between  some  branches  nearly  equal  the  credits  outstanding 
between  others,  the  small  resulting  balance  will  afford  no  index 
as  to  the  total  amount  of  such  debits  an<l  credits. 

Each  branch  advises  Head  Office  on  the  Homeward  Account 
of  all  transactions  between  them  which  originate  at  the  branch. 
Mutatis  muij.ndis,  what  has  been  said  as  to  Outward  Accounts 
Current  applies  to  Homeward   Acxxnmts  Current. 


I 


APPENDIX. 

Branch  Statistical  Returns. 
"  State." 

Branch  Returns:  Statistical.— 

It  is  to  l)e  observed  that,  except  as  to  the  transactions 
included  under  C^lass  C  above,  reference  has  only  been  made  to 
the  branch  advices  that  refer  to  transactions  recorded  in  the 
books  of  account  at  Head  Office  or  another  branch.  There  are, 
in  addition,  returns  of  a  more  statistical  nature  furnished  to 
afford  Head  Office  information  as  to  the  general  business  done 
by  the  branch  which  sends  them.  These  returns  do  not  enter 
into  the  scheme  of  b(x:)kkeeping  at  the  Head  Office. 

The  method  most  in  use  is  for  each  branch  to  send  to  Head 
Office  periodical  statements  of  its  transactions,  with  such 
remarks  thereon  as  circumstances  call  for.  These  statements 
vary  according  to  the  nature  of  the  bank's  business,  but  a  list 
of  the  most  likely  is  here  appended,  together  with  a  n.jte  of  the 
Kecrister  or  otiier  source  fiom  which  they  would  l)e  extracted  :— 
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Information  as  to  Register,  &c.  Page 

Rates  of  Interest  allowed  and  paid.  ] 
Rate  of    Exchange,    premium    on  [     Official  Newspapers,  &c. 

gold,  &c., ) 

Cash  and  Notes  in  hand       . .         . .       Coin  and    Notes    Daily 

Balance  Book . .         ..       17 

Notes  in  circulation Note  Register     ..        ..      42 

Bills  for  collection Bills  Received  for  Collec- 
tion Register   . .         . .       22 
Bills  discounted          ..         ..         ».       Bills  Received  for   Dis- 
count Register  . .       25 
(Probably  this  return  will    be  subdivided  to    show  Bills 
drawn  on  other  branches,  against  local  produce,  &c.) 

Bills  accepted Bills  Accepted  Register        54 

Drafts  sold Branch  Draft  Sold  Re- 

gi«>ter 90 

Loans  made Customers*  Loan  Register      36 

Advances  on  Consignment  . .         . ,       Advances    on    Consign- 
ment Register  . .       34 
Current  Accounts  opened     ..         ..       Current  Accounts  Ledgers     44 

Information  Books        . .       39 
Deposits  received Deposits    Received    Re- 
gister       49 

Dead    Accounts,    ««.,    Inoperative 

Loan  Accounts       Customers' Loan  Ledgers      36 

Current  A/cs  Ledgers   . .       44 
Expenditure The    different  heads  re- 
ferred to  in  Chapter  III.      79 
Income  Do.  62 

Turnover  for  the  period       . .         . .       Daily  Summary  Book  . .     103 

Assets  and  Liabilities Balances      in      General 

Ledger  . .         . .     107 

(This  return  may  be  divided  so  as  to  show  the  totals  of  assets 

and  liabilities  above  the  point  of  division  ;  balances  on 

Profit  and  Loss  and  on  Head  Office  Account  being  shown 

below.) 

Certificates  as  to  correctness  of  the       Form  authorised  by  Head 

foregoing Office. 

Where  practicable,  comparative  figures  of  the  previous  year  would  be  added. 

At  longer  intervals,  say,  quarterly  or  half-yearly,  each  branch 
will  send  a  detailed  statement  of  its  position,  with  certificates 
by  the  manager  and  accountant  as  to  its  accuracy. 

The  manner  in  which  the  Head  Office  will  use  these  state- 
ments varies.  The  information  sent  may  be  so  full  that  the 
Head  Office  keeps  a  detailed  copy  of  all  the  Branch  Ledgers. 
Such  c()mi)leteness  is  perhaps  unusual,  but  a  system  of  check- 
ing with  previous  returns,  and  with  the  instructions  of  Head 
Office  and  by  cross  references  to  other  branches,  is  with 
advantage  carried  out   by  many   Head  Offices. 


Ill 
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Ii  is  unnecessary  to  consider  the  principles  of  single-entry 
bookkeeping,  as  there  is  prohably  not  any  bank  that  keeps  its 
books  on  any  other  system  than  that  of  double-entry. 

It  mav  here  be  stated  that  it  is  not  an  essential  of  double- 
entry  bookkeeping  that  transactions  must  be  recorded  only  after 
the  following  fashion  : — 

r-„,i,  Dr.      ^25     o    o 

Lash    ...         •••         •■•        •••  -^  -" 

To  Deposit  Accounts        ^^-  ^  ^ 

(For  lodgment  made  this  day  by  A.  Smith.) 

The  double-entry  system  requires  simply  that  every  debit  shall 
have  a  corresponding  credit,  and  T'/a-  rcrsd.  In  practice  it  has 
l)een  found  that,  in  a  Journal,  entries  can  be  stated  as  above,  to 
combine  the  proof  that  the  debit  equals  the  credit,  with  the 
necessary  information  as  to  the  accounts  to  debit  and  credit ; 
but  a  little  consideration  shows  that  where  there  are  many  trans- 
actions of  the  same  nature,  much  time  can  be  saved  by  groupnig 
those  of  a  similar  nature  together.  Of  this  practice,  banks  have 
largely  made  use,  and.  in  consequence,  one  bank  clerk  enters 
exclusively  in  one  book  items  relating  to  certain  Current 
Accounts,  another  enters  in  another  iKK.k  items  relating  to  a 
certain  class  of  Clearing  House  cheques,  &c.     It  is  the  business 
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of  the  chief  acroiintant  to  rnmhine  the  various  results  so  as  to 
l)resent  his  chiefs  with  correct  statements  of  the  every-varyijig 
position  of  the  whole. 


(lENERAL  Ledger. 
One  General  Ledger  for  each  Office.— 

'J  he  daily  work  of  the  various  (lei)artmeiits  is  cnmhined  in 
total  and  recorded  in  the  (General  Ledger.  Kvery  branch  of  a 
hank,  as  well  as  the  Head  Office,  has  a  General  Ledger.  Each 
of  these  Onera!  Ledgers  is  com])lete  in  itself,  and  will  afford 
an  accurate  picture  of  the  hank's  ix)sition  at  that  office  as 
regards  its  particular  assets  and  liahilities.  and  balance  due  to  or 
from  Head  Office  or  other  branches.  The  General  Led«rer 
then,  is  the  key  to  the  system,  containing,  as  it  does,  in  summary 
form  the  record  of  the  work  of  each  department.  J^ach  of  these 
must  keei)  its  subsi<liary  books  in  accord  with  the  account  in  the 
GeiHTal  Ledger  that  represents  it.  Xot  infreriuently.  then,  is 
the  C.eneral  Ledger  known  as  the  Key  or  Principal  Ledger. 

One  General  Ledger  for  all  the  Offices.— 

Some  bank  accountants  only  apply  the  term  "(leneral 
Ledger  "  to  a  record  containing  all  the  liabilities  and  assets  of 
the  bank.  Where  this  is  done,  it  is  still  needful  to  keep  at  the 
Head  Office  a  Ledger  summarising  the  Head  Ofifice  transactions 
only,  and  the  Head  Office  will  make  up  statements  of  its  trans- 
actions just  like  a  branch  (see  ])age  98).  'J'his  and  the  branch 
statemeiUs  are  then  analysed  at  Head  Office  in  a  be  .k.  which 
sliows  under  the  head  of  each  class  of  liability  and  asset  the 
total  amounts  by  wnich  it  has  altered  at  each  of  the  offices  of 
the  bank  since  the  last  statement.  'J'he  resulting  total  under 
each  hea<l  of  liability  and  asset  is  then  entered  in  a  Journal, 
from  which  the  amounts  are  posted  to  the  acnnuit  of  the  liability 
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or  asset  in  the  General  Ledger.  It  will  be  noticed  that  by  this 
system  it  is  possible  to  make  an  entry  in  the  General  Ledger 
only  as  often  as  returns  are  received  from  all  the  offices  of  the 
companv.  With  weekly  returns,  the  entries  would  be  made  in 
the  General  Ledger  once  a  week;  with  monthly  returns,  once  a 
month. 

With  the  system  first  described  these  periodical  statements  of 
work  done  are  also  sent  to  the  Head  Office,  not  for  entry  in  the 
Head  Office  books  of  account,  but  in  its  statistical  records  by 
summarising  ihem  in  a  Branch  Balance  Book  (see  page  108)  to- 
agree  v.ith  the  l)alance  shown  in  the  Head  Office  General 
LedLjer  as  due  by  or  to  the  various  branches. 

The  examples  throughout  this  Ixxik  are  treated  on  the 
assumption  that  each  office  of  the  bank  has  a  General  Ledger. 


Journal. 

Daily  Summary  Book. — 

Bef.ire  entering  the  daily  totals  in  the  General  Ledger  they 
mav  with  advan-tage  be  recorded  in  the  Daily  Summary  Book 
or  Journal.     By  this  means  any  error  in  the  day's  work  can  be 
ascertained  and  h-cated.  for  ol)viously  as  to  every  debit  in  one 
book  there  must  somewhere  in  another  book  or  books  be  a  corre- 
sponding   credit,     the    day's    transactions    cannot    have    been 
correctlv  recorded,  unless  the  total  debits  of  all  the  departments 
exactlv'e(iual  the  total  credits.     This  proof  is  afforded  by  the 
Journal,  as  is  shown  in  the  next  statement,  which  gathers   up 
all  the  entries  which  have  been  used  as  examples  in  previous 
pages.     Bv  thus  keeping  the  Journal  entries  proved  day  by  day, 
and  enteriing  them  daily  to  the  debit  or  credit  of  their  various 
accounts  in  the  General  Ledger,  each  office  of  a  l)ank  is  enal)led 
to  draw  up  a  Balance  Sheet  at  any  moment,  without  waiting  for 
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the  agreement  of  all  the  subsidiary  Ledgers.  Probably  the 
result  will  be  inaccurate  as  to  profit,  because  interest  earned  is 
not  shown  in  the  books  of  account  until  it  is  calculated  and  can 
be  charged  to  the  customer,  but  the  exclusion  of  a  part  of  this 
item  is  not  ever  likely  to  be  so  large  as  to  affect  the  judgment 
of  anyone  who  wishes  to  know  the  j^roportion  of  assets  to 
liabilities,  the  amount  loaned  on  any  (jne  class  of  securities,  or 
similar  matters. 

In  order  that  entries  may  be  made  from  the  subsidiary  books 
into  the  Journal  without  interfering  with  the  business  of  the 
day,  it  is  usual  for  each  department  to  have  alternative  lx)oks — 
i.e.,  one  set  to  be  in  use  on  Monday,  Wednesday,  and  Friday; 
another  on  Tuesday,  Thursday,  and  Saturday.  If  this  division 
is  not  sufficient,  it  can  be  extended  until  every  day  of  the  week 
has  a  separate  lx>ok  in  every  department. 

The  examples  whose  entry  in  the  subsidiary  Registers  have 
been  recorded  in  the  preceding  pages  will  be  entered,  either  the 
same  evening  or  the  next  morning,  in  the  following  manner  in 
lotal  in  the  Daily  Summary  Book. 


AND   BALANCE    SHEET. 


103 


o\      «-«t-oQ      J-      Q     0082 
,  .00       mooo—io      00       0\      •^55 


m« 


«« 


O 

o 


o\ 


o 
o 


rn  tN. 

0  0  0  t 

>n 

0    N 

0  0  C  '^. 

•-1 

30 

0    - 

"2 

0  tv. 

-T 

«n 

-r 
m 

TO 


O 

o 

PQ 

V) 
ON 


C/) 


u 

o 
CQ 


< 
<  Q 


•J 
< 
z 
m 

D 

O 


to 
«  c 

■->  3 
_  O 

o 


o!Pd 


1/1 
s 
•Ji 

'u 

u 


-c  S 

in  S 


•  o 

G 
V 


c 

c 
(*} 

o 

s 

n 


01 

tn 

'Sb 

0) 


ON  fO         fO  ^ 


o 
o 

O 
iM 
o 

(/l 

s 


a  •  • 

2-  ■ 

s  s 

O  3 

S   O   nj 

r  o  S 

u<:  c 
•^  o 

O    C    lA 

to  a  to 

CQ     CQ 


.'0 
.  ID 


o  3 

C.2  <" 

O       to 

o  to  <u 

.2=  o 


CQ 

I 

•   I 


u 


U 


o 
a 
u 

Q 


a 

(U  o 

tie  u 

0  ™ 


O  O^"- 

U(/)     OQ 


u  s    •    ■ 

U  3 

=58.. 

tOv..      . 

in  C  O    ■ 
C  S  to 
D.2  «-  g 

O^  (U  (U  u 

U     ^0£CQ 


V 

15 


o 

I/: 


C4 


1^  t^ 


to        ts, 


•  9  3  e 

O  DC 

CQ  B 


(U 


<« 


CO  3 
rt  O 


o  o 
03  u 

•o  — 
So 

*■* 

^  o 
o 

^  to 

CBS 

CQQQ 


•  c 
o 

u 

u 


0) 


13  O       iNfoao 


.2 

o 


DC 
0^ 


o 


20s 

13  1) 

«C 
C  3 
3  O 

o  to 

to  JO 

acQ 


•  u 

■  « 

to 
'5b 


ft)    .  — 
_  J  to 

„  3  2 
<u  2  ""  o 

C  to  oX"*^ 

='"dc<  2  u 
i-  o  0)  ♦.  r;  o 

at  Y  —  u^  tB 
u  o  3       u 


•yj 


1^ 

« 

.•S3 
a<  o 

SJ  t  S 


u 
3 
O 
►— » 


k.  3 
•*  o 

to  «^ 

OS'S 
**  u 

V 

u 

u 

< 


■t3 
u 
U 


to 


3 
O 


in  to 


•   ■  c 

.  OJ  3  3 

3  0«  O  « 

to  li 


o 

c 
c« 

XJQ 


(OX 

"  c 


00 


OMT) 


■n  O 


o 

o 


q 


o 

O 


o 
o 


o 


0  vo  VO 
O  VO  t 


8« »      t^ 


o 

O 
1^ 


IN 


C  0>  I    >o 
I 


TO 


u 
u 
tio 

•o  *- 
V  c 

hJ  3 
O 

S  " 

«< 

B 
u 

O 


•    •  c    • 

■  ".2- 

5  C 
o  3 

:  3=  u 

tfl  o  o 

'5cO< 

C         0) 

'         "  o        o  ** 
^    n't:'*"  SJ 

(0   3   S         B  —  r/^ 

uu^   com 


«0 

3 
(/) 

DO 

;  c 

*n 

ca 


s 
u 


c 

3 

o 
u 
to 


to 

c 

CB 
O 

^ 

V 

.X 
o 

.a 

u 
o 


n    cqQ    irt 


.  e   • 
JSP 

'to 

C 

•  o   • 
-U    " 

■«  c 
O  - 
».  to    • 

"I- 

S  cB  33 

s< 


.  B     . 

.  <u    . 

si;, 


3 


^<  . 
O  u  • 
^^ 

o 

■^  (O 

C  w  ^ 

0.3  c 

3  o  cB 

o  5  *- 

Ut/3 


!0     _ 


o  o 

7-  2 
X  « 

Uj3 

**   « 

C  3 
£    !* 

T  «      _ 
s 

V 

"-3   o 

6r3      « 

'>  c       •* 

**    CO 

"i  ^■"     f 

B  ?        C 
"^        3 

=■0     S 

=  --  .:  3 

-JS  -  s 

J  5j^  o 

-  vz*> 

<«  a;  •""  k« 

au  V  u 

3    b    L. 

QC_2  «  o 
.3  «B   >-g 

9,2Q  i  w 

^       .B  ^^ 

c  2  *':5 

--•='?  « 

3  r-  xrz 
=  5"  J 

—  '^^   4*  -^ 

r-r  I-  £ 
i  s  «>  B 
s  r«  to  o> 

^  o  u  u 

CB    3J      . 

<"•— -B  tr 
-__  ^  p. 

X  o  to  «; 

■■='-   BC-O 

-<  r  u 
<o  3  o  10 

O    T^    *»    ifl 


_  ^  o  to 

-  O  ii  3 

5   C;   3  J3 

"u  3  O   O 
n   B  u  b 

=  2  -^ 

~  B  ;_  >, 
7:  i  u  CO 

.Bos 
'X  — ««.   w 

3 —  —"S 

•-3  —  3 

-  3  o^ 

-  x''  « 

b-  3  c-« 

*   o  o~ 
u  u 
u  u 

»   Ct 


104 


THE    GENERAL    LEDGER,    JOURNAL, 


An  account  will  he  opened  in  the  General  Ledger  for  each 
of  the  ahove  items  which  ai)pear  under  the  heading  of  General 
Ledger  Account.  As  no  special  difficulty  presents  itself  in  the 
opening  and  posting,  these  accounts  have  not  been  reproduced, 
but  the  reader  is  recommended  to  do  this  for  himself. 

This  manner  of  entry  follows  the  ordinary  bookkeeping  prac- 
tice of  posting  the  debit  side  of  the  Journal  to  the  debit  side  of 
the  Ledger,  and  similarly  as  to  credits.  Some  Fx)okkeepers 
l>reter  to  reverse  the  Journal,  and  thus  post  debits  in  the  Ledger 
from  the  credit  side  of  the  Journal,  and  vice  versa.  The  sole 
advantage  of  doing  so  is  that  posting  from  the  Journal  is  thus 
exactly  similar  to  posting  from  the  (^ash  Book. 

Journal  as  a  Summary   Cash   Book. — 

In  thtjse  banks  which  treat  the  Journal  as  a  Summary  Cash 
Book  and  show  a  balance  on  it  at  the  end  of  the  day,  the 
General  Ledger  will  not  be  self -balancing  by  the  amount  of  the 
cash  balance.  The  main  variations  from  the  above  example, 
which  this  j)ractice  necessitates,  are — 

(i)  That  the  cash  balance  at  the  commencement  of  the  day 
(^800  in  example)  is  brought  in  as  a  balance  from  the 
previous  day. 

(2)  That  the  entries  in  the  Journal  must  be  reversed,  the 
debits  al»ove  appearing  on  the  credit  side,  and  7.7V 6'  versa, 

(.^).  That  the  debit  and  the  credit  to  Cash  Account  appearing 
al>ove  are  omitted. 

After  making  these  alterations  the  Journal  will  show  a 
balance  (representing  the  cash  in  hand  at  the  close  of  the  day), 
•£-■43+  5^-^  as  per  Cash  Balance  Book  (see  page  19).  It  may, 
in  fact,  be  feasible,  by  showing  the  totals  of  all  House  Transfers 
in  the  Cash  Balance  B(X)k,  to  let  this  book  take  the  place  of 
the  Journal. 
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Opening  Balances. 

The  reader  is  asked  to  assume  that  the  transactions  prior  to 
December  28  would  produce  the  following  balances  on  the 
night  of  the  27th  : — 


SEE                            :  /  il      £ 

s    d 

PAGE 

1 

17    Cash  and  Notes  . . 

800 

0    0 

Bank  of  England 

2,400 

0    0 

86    Cheques    sent   to 

branches  

343 

7    7 

25    Bills  discounted. . 

5.090 

7    6 

22    Bills  forCoUection 

160 

4    0   ' 

Country   Clearing 

Suspense  A/c... 

13    To  receive;^ 41 2  4  8 

13    To  pay  . .  £343  7  7 

68 

17    I 

41    Bank  premises   . . 

5,800 

0    0 

£14.662 

16    2  i 

1 

SEE 
PAGE 


66 

47 

64 
67 


Capital 

Reserve 

Current]  Accounts, 

viz. : — 
J.  Bean.. £100  o  o 
C.  Binns     157  g  8 
T.  Dixoni,o5o  8  o 
B.  Eden      194  5  4 


23    Bills  forCol lection 

Suspense  A/c. . 

Profit  and  LossA/c 

Provision  for  bad 

&  doubtful  debts 


s    d 


8,000 
3,000 


o 
o 


1,502 

3 

<) 

160 

4 

u 

50(j 

9 

2 

1,500 

0 

0 

j£i4.662 

16 

-» 

Additional  Transactions. 

He  must  now  assume  that  no  change  occurs  in  any  of  the 
accounts  l)etween  December  28  and  December  31,  except  that 

(i)   The   following  amounts   of   interest  are  credited   to  the 
customers'  accounts  : — 


On  Current  Accounts  balances- 

J.  Bean 

T.    Dixon... 
B.  Eden  ... 

On  Deposit  Account  balance— 
T.  Dixon 


f      £  s    d 


66 
64 
67 


1  6    6 
13    6    8 

2  :;    II 


I   17     o 


/.'iS  16     I 


(2)  The  rebate  on  the  bill  discounted  is 
(5%  on  £2,0^1  3s.  fjd.  for  64  days) 
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7    I 

i 

i 


(3)  The  interest  accrued  to  date — but  not  due  is 


on  ;^4,5oo  2|  Exchequer  Bonds 

(one  quarter  less  5  days) 
on  Loan  to  Bill  brokers  (Bell  &  Co.)      ... 

(;^5,ooo  for  3  days  at  3^%) 
on  Loan  to  Stockbrokers  (Holls  &  Co.)  ... 

(/3.000  for  3  days  at  3|%) 
on  Advance  on  Consignment  (C.  Binns)... 

{;^i>37o  for  3  days  at  4^%) 
on  Loan  (J.   Bean) 

(;^i,Soo  for  3  days  at  4^%) 


£29    4  10 


8  10 


o  18    6 


o  10 


O    II 


1  1: 


£32  13    6 

(4)  No  interest  is  to  be  calculated  on  the  Branch  Current 
Accounts. 

(5)  The  combined  net  profits  of  the  branches  is  j£402  iis.  2d. 
divided  thus  : 

Thame  ...         ...        ...        ...        ...     ^.53    o    o 

67    o    o 


Launceston      

York 

Flv 

New  York  and  foreign 


36  II     2 

45    o    o 

201     o    o 


£402    II       2 

(The  respective  branches  debit  their  Profit  and  Loss  Accounts  and 
credit  Head  Office  Current  Account,  the  Head  Office  debiting  the 
branches  and  crediting  Profit  and  Loss  Account.) 


General  Balance  Sheet  :  its  Preparation. 

Head  Office  Balance  Sheet. — 

Proceeding  to  combine  the  three  sets  of  premises  before 
stated — viz.,  the  balances  existing  on  the  night  of  the  27th 
December,  the  alterations  made  in  them  by  the  transactions 
on  the  28th,  the  further  alterations  caused  by  the  reckoning  of 
interest,  &c.,  between  the  28th  and  31st  December — the  reader 
will  find  that  at  the  31st  December  the  Trial  Balance  of  the 
Head  Office  books,  and  consequently  the  Balance  Sheet,  will 
appear  in  detail  as  follows  : — 
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Finally,  assume  that  the  Balance  Sheets  of  the  branches, 
when  combined,  show  the  following  results,  after  debiting  their 
respective  Profit  and  Loss  Accounts  with  the  profits  they  have 
earned  (in  total  ^402  iis.  2d.),  and  crediting  their  Head  Office 
Current  Accounts. 

Combined  Branch  Balance  Sheet. — 

BRANCHES   COMBINED   BALANCE    SHEET.* 

December  31st. 


£      s    d  i 
Current  Accounts,  Deposits,  '         "  Cash  in  Hand. 

Letters j>f  Credit,  &c.      . .      13,004    8  10     Own  Notes      . 


Head    Office    Current    Ac-  I 
count  724    6    I 


£13.728  14  II 


Loans  to  Customers. . 
Bills  Discounted 


£       s  d 

3.248    I  a 

230    o  o 

8,740    I  4 

1,510  12  5 


£13,728  14  II 


'*  The  details  showing  how  these  figures  are  prepared  from  the  Branch  returns  will 
probably  be  shown  in  a  Balance  Book.  The  Head  Office  balances  may  be  listed  in 
this  book  as  well. 

The  Head  Office  finds  there  are  three  items  in  transit — viz., 
a  credit  to  .Ww  York  (;£i04  3s.  4d.),  and  one  to  Thame  (^£55) 
from  York.  Both  of  these  it  adds  to  the  Current  Accounts, 
while  it  deducts  a  debit  to  Thame  {^£99  4s.  5d.)  from  Current 
Accounts. 
Balance  Account. — 

The  laws  of  several  Latin  countries  require  all  balances  to  be 
transferred  i)y  Journal  entry  at  the  closing  date  into  a  Balance 
Account,  being  written  back  on  the  first  day  of  the  new  period. 
The  utility  of  .so  doing  is  found  to  l)e  so  slight  that  the  practice 
is  generally  discarded  in  this  country  in  favour  of  .showing  on 
each  account  the  balance  remaining  on  it.  and  entering  in  a 
separate  lx>ok  (the  Balance  Bouk)  the  list  of  these  balances. 
General  Balance  Sheet. — 

Combining,  now,  the  Balance  Sheet  of  the  Head  Office  and 
of  the  branches,  and  omitting  the  l>alances  due  from  Head 
Office  to  branches,  and  vice  vcrsd^  the  summarised  form  of 
accounts  will  appear  as  follows,  and  be  .so  issued  to  the 
shareholders  and  customers  of  the  bank  :^ 
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BALANCE  SHEET,  31ST  December. 


To  Capital      authorised 

£50,000 

„    Capital  paid  up,  i,6oo 
£20  shares,  £5  paid 
„     Reserve 

,     Notes  in  circulation 

,     Current     Accounts. 

Deposits,  Letters  of 

Credit,  &c 

„     Acceptances 

„     Profit      and      Loss 

Account  — 

Balance  available 

for  distribution 

„     Contingent  Liability 

Bills,  rediscounted 

£5,oco 


8,000    o    o 

3,000    o    o 

280    o    o 


29-483  »3    4 
2,541  12    7 


876    3    7 


£44,181     9    6 


By  Cash  in  hand  and 
at  Bank  of  England 

„  Money  at  Call  and 
short  notice 

„  £4,500  Exchequer 
Bonds,  cost 

,  Bills  discounted, 
loans  to  customers, 
&c 

„  Liability  of  cus- 
tomers for  accept- 
ances, per  contra. . 

„     Bank  premises 


£  s  d 

7,846  8  8 

8,000  o  o 

4.341  16  6 

15,651  II  9 


2,541  12    7 
5,800    o    o 


£44.181    9    6 


Both  the  liquid  re.sources  of  the  bank  (^15,846  8s.  8d.)  and 
the  investments  and  premises  (;£io,i4i  i6s.  6d.)  show  a  very 
high  percentage  to  the  deposits,  &c.   {jQ^t-^dt^S  5^-   nd.). 

An  analysis  of  the  aggregate  Balance  Sheets  of  banks  in 
England  and  Wales  gives  the  following  results*  :  — 


Liabilities. 


Paid-up  Capital  and  Reserves. . 
Acceptances,  Endorsements,  &c. 
Deposits  and  Note  Circulation 
Miscellaneous       


Total 


Metropolitan  Metropolitan 
and  Suburban  and  Provincal 
Banks  Banks 


100"00 


loo-oo 


Provincial 
Banks 


Per  Cent. 
1279 

153 

8442 

1*26 


I00"00 


Assets. 

Cash  in  Hand,  at  call  and  short  notice 

Investments          

Bills  Discounted,  Loans  and  Advances 
Acceptances,  Endorsements,  &c.  (per  contra) 
Buildings  and  Sundry  Assets 

21-89 
17-40 
58-44 

1-90 

2467 

1535 

53-04 

508 

1-86 

17-23 
1812 

57*57 
I '53 
553 

Total 

lOO'OO 

lOO'OO 

loo-oo 

1 

*  Based  on  figures  published  in  the  Banker's  Magazim,  April  1913. 
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no  THE  GENERAL  LEDGER,  JOURNAL,  AND  BALANCE  SHEET. 

Profit  and  Loss  Account. — 

Many  banks  do  not  pubish  a  Profit  and  Loss  Account.  As 
the  manner  of  its  preparation  does  not  differ  from  that  of  a 
tradmg  company  having  branches,  it  is  not  here  reproduced ; 
but  the  reader  can,  from  the  information  already  supplied, 
prepare  one  showing  the  profit  of  ^876  3s.  yd. 

Statutory  Statement. 

In  accordance  with  Section  108  (i)  of  the  Companies  (Con- 
solidation) Act,  1908,  every  limited  banking  company  shall, 
before  it  commences  business,  and  also  at  the  first  Monday  in 
February  and  the  first  Tuesday  in  August  in  every  year  during 
which  it  carries  on  business,  make  a  statement  on  the  form 
marked  C  in  the  first  schedule  to  the  Act,  or  as  near  thereto  as 
circumstances  will  admit,  and  a  copy  of  such  statement  shall 
be  put  in  a  conspicuous  place  in  the  registered  office  of  the 
company,  and  in  every  branch  office  or  place  where  the  business 
of  the  company  is  carried  on.  The  penalty  for  non-performance 
is  a  sum  not  exceeding  ^5  per  day  on  the  company  and  on  every 
director  or  manager  who  knowingly  and  wilfully  permits  it. 

The  figures  of  the  Balance  Sheet  will  appear  in  the  following 
manner  in  Form  C  : — 

The  Capital  of  the  Company  is  ;^5o,ooo,  divided  into  2,500  shares  of 
ji^2o  each.  ^ 

The  number  of  Shares  issued  is  1,600. 

Calls  to  the  amount  of  ^5  per  Share  have  been  made,  under  which 

tne  sum  of  ^8,ooo  has  been  received. 
The  Liabilities  of  the  Company  on  the  first  day  of  January  were  :— 
Debts  owing  to  sundry  persons  by  the  Company. 

On  Judgment      *^     ^... 

On  Specialty       

On  :Notes  or  Bills  

On   Simple  Contracts .".*.*        [,',        "' 

On  Estimated  Liabilities        

The  Assets  of  the  Company  on  that  date  were  : 

Government  Securities  (;^4,5oo  Exchequer  Bonds) 

Wills  of  Exchange  and  Promissory  Notes  (and  Loans 
to  Customers,  &c.») 

Cash  at  Bankers  (and  Money  at  Call  and  Short 

Notice*) 

Other  Securities 

(Bank  Premises*)        

♦  These  words  are  not  in  the  official  form. 


mi 

nil 

£2,'&21  12 

;^"29,483  13 
nil 

/4»34i  16 

;^i8,i93  4 

£^SM^  8 

;^5,8oo  o 


4 
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CHAPTER   VI. 
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CHECKING,  INSPECTION,  AND  AUDIT. 


The  reconciliations  between  the  various  books  of  the  bank 
which  have  been  exemplified  or  referred  to  in  the  previous  pages 
will,  if  correct,  prove  the  arithmetical  accuracy  of  the  books. 
Other  checks  and  tests  must  be  applied  to  ensure  that  no  frauds 
or  embezzlements  are  committed  bv  the  staff,  and  that  no  clerical 
mistakes  are  made.  The  result  of  the  latter  to  the  bank  may  be 
quite  as  serious  as  the  former.  A  customer  whose  credit  balance 
is  called  ;£i,ooo  less  than  it  really  is  (because  that  sum  has 
been  posted  to  another  man's  account)  will  be  justly  offended 
if,  in  consequence  thereof,  his  cheques  are  returned  unpaid. 

These  checks  and  tests  are  applied  by  three  classes  of 
peoph 


(i)  The  bank's  customers. 

(2)  Its  own  staff. 

(3)  Its  professional  auditors. 


(t)  By  the  Customer. 

He  is  informed  as  frequently  as  he  wishes  of  the  state  of  his 
account  as  appearing  in  the  bank's  books,  thus  enabling  him 
to  compare  this  with  his  own  records,  and  so  to  point  out  any 
error  or  omission.  He  is  furnished  with  this  information  by 
means  of  Pass  Books  ("  Customer's  Books"). 
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Pass  Book.— - 

A   Pass  Book  is  a  book  in  which   is  entered   a  copy  of  the 
Customer's  Account  as  it  appears  in  the  hank's  books.     It  is 
written  up  usually  direct  from  the  Le.Iger  Account,  debits  beincr 
checked  with  the  cheques  drawn  by  him.  &c..  and  credits  with 
the  paying-in  slips,  &c.      To  simplify  ihe  customer's   work  of 
comparison,  most  banks  now  reverse  the  sides  in  the  Pass  Book 
-that  is.  the  credits  in  the  Bank's  Ledger  appear  as  debits  in 
the  Pass  Book,  and  vice  versa.     By  this  means  the  customer  is 
enabled  to  find  the  items  appearing  on  the  debtor  side  of  his 
C  ash  Book  also  on  the  debtor  side  of  the  Pass  Book,  and  the 
credits  in  the  one  on  the  credit  side  in  the  other.     In  this  case 
the  Pass  Book  would  be  headed  : 

THE    BA.\K. 

Vr.  TO  W.  Thomson. 
Receipts  by  the  Dank  |  Payments  by  the  Bank 
Some  banks,  however,  adhere  to  another  method.  They 
show  an  exact  copy  of  the  account  as  it  apj)ears  in  the  bank's 
books  without  reversing  the  sides.  One  reason  why  this  method 
IS  still  in  vogue  is  that  customers  who  speak  of  a'sum  Iving  to 
their  credit  at  their  bankers  will  expect  to  see  a  credit  balance 
on  their  Pass  Book.  In  such  cases  the  Pass  Book  heading  is 
the  reverse  of  that  just  stated.     It  is— 

\V.    Thomson. 
In  acccjunt  with  the  Bank. 
Payments  by  the  Bank      |       Receipts  by  the  Bank 

Statements  of  Account  to  Agents,  &c.— 

Where  Pass  Books  cannot  conveniently  be  used,  periodical 
statements  of  account  are  generally  sent.  A  country  bank  is 
generally  supplied  weekly  by  its  London  agent  with  a  copy  of 
the  cash  transactions  of  the  week,  and  at  longer  intervals  with 
a  statement  of  all  transactions,  including  !,ills  not  due,  advices 
unpaid,    and  other   outstanding   matters.      Correspondents  are 
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usually  asked  to  acknowledge  in  writing  the  accuracy  of  the 
statement  that  is  sent  to  them. 
Certifying  the  Customer's  Balance. — 

A  further  check  lies  in  the  practice,  now  very  common,  of 
asking  the  bank  periodically  to  certify  to  the  customer  (his 
accountant  or  auditor)  the  balance  shown  by  the  bank's  books 
to  be  due  to  or  from  the  customer.  As  it  affords  a  useful  check 
on  the  bank's  bookkeeping  it  is  not  a  practice  that  bank 
managers  discourage. 


(2)  By  the  Bank's  own  Stapf. 

Every  dtxket  or  other  record  from  which  an  entry  has  been 
made  in  a  subsidiary  Ledger  has  the  Ledger  folio  placed  on  it 
by  the  Ledger  clerk.  At  the  end  of  the  day,  the  folios  so  placed 
on  the  dockets  are  recorded  against  the  entry  in  the  original 
Departmental  Register.  Next  morning,  that  part  of  the  staff 
called  ''  examiners  "or  "  checkers  "  call  over  the  entries  in  the 
Departmental  Registers  direct  to  the  Ledger  Accounts,  or  else 
the  Current  Accounts  Debit  and  Credit  Analysis  Books  to  the 
Ledgers,  with  the  Departmental  Registers  as  an  additional 
check.  It  is  best  to  check  the  items  in  consecutive  order  rather 
than  to  finish  calling  over  one  account  completely. 
Examiners:  their   Duties. — 

In  this  work  they  may  be  assisted  by  the  Ledger  clerks,  but 
no  Ledger  clerk  will  call  a  Ledger  that  he  keeps.  The 
examiners  also  compare  with  the  Ledger  Accounts  the  Pass 
Books,  after  which  the  latter  can  be  handed  to  the  customers. 
Similar  methods  being  followed  with  other  receipts  and  pay- 
ments, the  grand  totals  are  finally  checked  into  the  Journal  and 
thence  into  the  General  Ledger.  Where  there  is  a  small  staff 
the  checking  may  be  done  by  the  manager  or  the  sub-manager. 
It  will  be  noticed  that  this  test  can  only  establish  the  arithmetical 
accuracy  of  the  books,  and  still  leaves  open  to  the  possibility 
of  misuse  or  error  the  assets  and  liabilities  represented  by  the 
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books  as  existing.     To  guard  against  this  danger  further  checks 
are  exercised  by  inspectors  and  managers. 

Inspectors :  their  Duties.— 

They  visit  the  branches,  generally  without  previous  notice, 
and  examine  not  only  as  to  the  proper  carrying  out  of  all  orders 
given  by  Head  Office,  and  as  to  the  information  contained  in 
the  branch  returns  and  advices,  referred  to  in  Chapter  IV, 
being  in  accord  with  the  branch  records,  but  also  by  a  detailed 
inspection  see  that  these  records  are  in  accord  with  vouchers 
and  other  original  documents,  and  finally  verify,  by  enumera- 
tion or  examination,  the  existence  of  the  assets  and  liabilities 
shown  in  the  books. 

This  latter  work  will  probably  comprise— 
(i)  Counting  cash  at  the  moment  of  arrival,  and  agreeing  the 
total  with  the  balance  shown  on  the  Cash  Book. 

(2)  Checking  the  whole  of  the   day's  entries  in  the  Daily 

Summary  Book,  and  making  an  abstract  of  the  balances 
of  the  General  Ledger. 

(3)  Checking  the  bills  in  hand,  and  agreeing  the  total  with 

the  Bills  Discounted  and  Bills  for  Collection  Accounts 
in  the  General  Ledger.  As  an  additional  precaution, 
Head  Office  should  hold  until  maturity  all  bills  received 
at  branches. 

(4)  Examining  the  securities  hypothecated  to  the  bank,  or  held 

for  safe  custody,  and  comparing  them  with  the  Securities 
Registers. 

(5)  iuiquiring  as  to  whether  the  value  of  the  former 
sufficiently  covers  the  corresponding  loan  or  overdraft. 

(6)  Extracting  the  totals  of  debits  and  credits  from  the 
Current  Account,  Deposit  and  Loan  Ledgers,  and  agree- 
ing the  balance  of  each  class  with  the  corresponding 
balance  in  the  General  Ledger. 

(7)  Receiving   Pass  Books   direct   from  the  customers,    and 

comparing  them  with  their  Ledger  Accounts.  (This  is 
especially  useful  where  the  Pass  Book  is  the  customer's 
only  receipt,  and  transactions  are  few,  as  with  Lodgment 
Accounts,  see  page  48). 
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(8)  Seeing  that  the  local  examiners  do  their  work  efficiently. 

(9)  Testing  and  criticising  the  discipline  of  the  branch. 

The  execution  of  these  and  any  other  duties  they  are  instructed 
to  perform  will  be  completed  by  reports  addressed  to  the  Board 
of  Directors. 

Managers.— 

Having  the  control  of  and  responsibility  for  everything  at  his 
branch,  the  manager  will  see  that  all  the  work  is  properly  done, 
and  should  also  make  surprise  tests  of  the  cash,  bills,  and  other 
assets. 


(3)  By  the  Professional  Auditors. 

The  examiners,  inspectors,  and  managers  of  a  bank  are 
subject  to  the  control  of  the  Board  of  Directors,  and  their 
responsibility  ends  with  their  reports  to  it.  The  Board,  at  its 
discretion,  may  adopt,  ignore,  or  act  contrary  to  the  report. 

Professional  Auditors:  their  Responsibility. — 

To  check  any  abuse  of  this  power  by  a  Board,  the  Companies 
(Consolidation)  Act  of  1908  has  made  compulsory  on  every  bank- 
ing company  registered  under  its  regulations  the  appointment  of 
auditors,  who  have  no  responsibility  to  the  directors,  but  only 
to  those  who  appoint  them — the  shareholders  of  the  bank.  That 
this  responsibility  is  a  very  real  thing  no  one  who  has  watched 
recent  legal  decisions  affecting  bank  auditors  can  doubt;  still 
less  can  anyone  do  so  who  is  practically  acquainted  with  the 
A\ork  of  a  bank  audit.  The  auditor  must  not  withhold  from  the 
shareholders  information  that  they  should  be  given,  yet  publica- 
tion to  them  is  practically  publication  to  the  world,  and  he  must 
not,  without  grave  reason,  act  so  as  to  prejudice  the  credit  of 
the  bank.  The  shareholders  and  the  customers  of  the  bank  join 
in  demrtuding  of  him  prudent  action  in  this  respect ;  and, 
although  he  owes  no  duty  to  the  latter,  he  may  well  remember 
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that  they  may  he  greatly  affected  hy  any  damage  done  to  the 
hank's  credit.     Events  have  shown  that  the  difficulty  of  their 
position  can  so   impress  itself   on    auditors  that    the    fear    of 
damaging  the  credit  f;f  a  bank  will  cause  them  to  pass,  without 
adequate  comment,  the  doubtful  account  in  the  days  when  it  still 
could  be  dealt  with   without  jeopardising  the  existence  of  the 
bank.     Modern  banking  has  learned  by  experience  the  danger  of 
the  '' skeleton  in  the  cui)board  "— the  huge  overdraft,  larger, 
perhaps,  than  the  paid-up  cai)ital  of  the  bank—and  has  fomid 
it  better,  if  an  overdraft  must  be  large,  to  share  it  with  another 
bank  (or,  in  the  extreme  case,   allow  it  to  be  transferred  else- 
where while  it  can  still  be  transferred)  rather  than  suffer  it  to 
transgress  sound  banking  rules  to  the  point  of  imperilling  the 
financial  stability  of  the  whole  institution.     In  saying  this,  there 
is  not  necessarily  any  desire  to  interfere  with  the  responsibility 
of  the  bank's  directors  and  managers   for  the  investment  and 
loan  of  the  bank's  funds.     An  auditor  cannot  say  to  them,  "  You 
must  not  do  this  "  ;  he  can  say,  '  •  In  my  opinion  you  should  not. " 
Their  Duties. — 

The  professional  auditor  cannot  check  the  whole  of  the  work 
of  a  bank  since  his  last  visi;.     I'he  Companies  (Consolidation) 
Act,  1908,  has  enacted  what  he  is  required  to  perform.     Where 
this  is  completely  and  efficiently  done,   it  affords   as  satisfac- 
tory an  examination  of  the  bank's  position  as  anything  short 
of  omniscience  and  a  continuous  inspection  can  do. 
Section   112  provides  {///ttv  alia)*: — 
(i)  Every   company  shall    at   each   annual  general  meeting 
appoint  an  auditor  or  auditors  to  hold  office  until  the 
next  annual  general  meeting. 
(2)  In  the  event  of  the  above  regulation  not  being  carried 
out,   the  Board  of  Trade  may,  on  the  application  of 
^"y  member  of  the  company,  appoint  an  auditor. 


*  N.B.— The  wording  of  the  Act  has  not  been  closely  adhered  to. 
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(3)  A    director    or  officer    of    the   company   shall    not    be 

capable  of  being  appointed  auditor  of  the  company. 

(4)  An  auditor  on  quitting  office  shall  be  re-eligible,  and  if 

it  is  intended  to  nominate  any  other  person  other  than 
a  retiring  auditor  for  this  office  at  the  annual  general 
meeting,  previous  notice  must  be  given  to  the  share- 
holders,  and  to  the  retiring  auditor. 

{5)  The  first  auditors  of  the  company  may  be  appointed  by 
the  directors  before  the  statutory  meeting,  and,  if  so 
appointed,  shall  hold  office  until  the  first  annual 
general  meeting,  unless  previously  removed  by  a 
resolution  of  the  shareholders. 

(6)  The  directors  may  fill  any  casual  vacancy  in  the  office 
of  auditor,  but  while  any  such  vacancy  continues  the 
surviving  or  t  onlinuing  auditor  or  auditors,  if  any,  may 
act. 

{7)  The  remuneration  of  the  auditors  of  a  company  .shall  be 
fixed  by  the  company  in  general  meeting,  except  that 
the  remuneration  of  any  auditors  appointed  before  the 
statutory  meeting,  or  to  fill  any  ca.sual  vacancy,  may 
be  fixed  by  the  directors. 

Section  113  further  provides  as  follows: — 

(8)  Every  auditor  shall  have  a  right  of  access  at  all  times 

to  the  books  and  accounts  and  vouchers  of  the  com- 
pany, and  shall  be  entitled  to  require  from  the  directors 
and  officers  of  the  company  such  information  and 
explanation  as  may  l)e  necessary. 

(9)  The  auditors  shall  make  a  report  to  the  shareholders  on 

the  accounts  examined  l)y  them,  and  on  every  Balance 
Sheet  laid  l>efore  the  company  in  general  meeting 
during  their  tenure  of  office;  and  the  report  shall  state 
{a)  whether  or  not  they  have  obtained  all  the  informa- 
tion and  explanations  they  have  required ;  and  {b) 
whether,  in  their  o])inion.  the  Balance  Sheet  referred 
to  in  the  report  is  properly  drawn  up  so  as  to  exhibit 
a  true  and  correct  view  of  the  state  of  the  company's 
affairs  accord! nag  to  the  best  of  their  information  and 
the  explanations  given  to  them,  and  as  shown  l)y  the 
books  of  the  company. 
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(lo)  The  Balance  Sheet  shall  be  signed  on  behalf  of  the 
board  by  two  of  the  directors  of  the  company,  or,  if 
there  is  only  one  director,  by  that  director,  and  the 
auditors'  report  shall  be  attached  to  the  Balance  Sheet, 
or  there  shall  be  inserted  at  the  foot  of  the  Balance 
Sheet  a  reference  to  the  report,  and  the  report  shall  be 
read  before  the  company  in  general  meeting,  and  shall 
be  open  to  inspection  by  any  shareholder. 

(ii)  In  the  case  of  a  banking  company  registered  after 
August   15,    1879 — 

{a)  If  the  company  has  branch  banks  beyond  the  limits 
of  Europe,  it  shall  be  sufficient  if  the  auditor  is 
allowed  access  to  such  copies  of  and  extracts  from 
the  books  and  accounts  of  any  such  branch  as  have 
been  transmitted  to  the  Head  Office  of  the  company 
in  the  United  Kingdom  ;  and 

{b)  The  Balance  Sheet  must  be  signed  by  the  secre- 
tary or  manager  (if  any),  and  where  there  are  more 
than  three  directors  of  the  company  by  at  least  three 
of  those  directors,  and  where  there  are  not  more  than 
three  directors  by  all  the  directors. 

In  pursuance  of  these  instructions,   the  auditor  will,  at  the 
closing  date,  visit  the  Head  Office,  and— 

(i)  Satisfy  himself  as  to  the  existence  of  the  cash  and  cash 
articles  of  the  bank.  Needless  to  say,  care  must  be 
taken  that  the  same  asset  is  not  produced  twice,  or 
presented  again  in  another  form. 

(2)  Examine  the  bills  in  hand.    If  any  are  lodged  with  other 

parties  these  should  certify  to  their  holding  them  for 
the  bank.  An  inspection  of  the  Bills  Received  for  Dis- 
count Ledger  to  see  who  is  afforded  accommodation, 
and  to  what  extent,  is  useful. 

(3)  Verify  and  inspect  the  securities,  viz.,   those  held  for 

the  bank's  own  account,  those  lodged  as  cover  for 
loans,  and  those  held  for  safe  custody.  Unpaid 
coupons  should  be  attached  to  bonds.  The  quotations 
of  Stock  Exchange  securities  should  be  checked  to  see 
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if  the  cover  is  adequate.  Where  stocks  are  inscribed 
— e.g.,  Consols  and  London  County  Council  Stock  at 
the  Bank  of  England,  various  Australian  Stocks  at  the 
London  County  and  Westminster  Bank,  &c. — the  bank 
which  inscribes  should  be  asked  to  certify  direct  to  the 
auditor  that  the  stock  is  registered  in  the  bank's  name. 
(Should  the  stock  stand  in  the  names  of  a  bank's 
manager  and  security  clerk,  or  of  two  directors,  these 
should  state  that  they  hold  the  stock  for  the  bank.) 
Since  the  Courts  decided  in  Simmons  v.  London  Joint 
Stock  Bank  that  a  bank  was  not  legally  entitled  to  a 
security,  unless  the  Register  of  the  company  which 
issued  the  security  showed  it  to  be  the  owner,  the 
practice  has  become  general  of  transferring  securities 
offered  as  a  cover  for  loans  into  the  names  of  the  bank 
or  its  nominees. 

(4)  Scrutinise   the  loans  and  overdrafts,    and   examine  the 

directors  and  other  officers  as  to  their  reasons  for  con- 
sidering that  the  reserves  are  ample  for  all  contingencies. 

(5)  Check  the  Current,  Deposit,  Share,  and  other  Subsidiary 

Ledger  balances.     Balances  at  the  Bank  of  England, 
or  due  to  or  by  correspondents,  will  be  certified  by  them. 

(6)  Test    and  verify  according   to   their   nature   the    items 

recorded  as  in  transit. 

(7)  Vouch    the    Expenditure   Accounts,    and    examine    the 

sources  of  the  bank's  profits. 

(8)  Check  the  General   Ledger  balances   against  the  totals 
already  verified  as  the  result  of  operations  (i)  to  (7). 

(9)  Perform  the  same  work  at  the  branches — 

(a)  by  a  personal  visit  to  each ;  or 

(b)  by  a  test  inspection  of  some  of  them. 

The  growth  and  combination  of  banks  in  recent  years  has 
made  either  the  alternative  (b),  or  a  clear  statement  to  the  share- 
holders that  the  branch  returns  certified  by  the  manager  have 
been  accepted  unaudited,  the  method  most  frequently  adopted 
with   regard  to  the  audit  which  the  Act   enjoins   of  branches 
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^vithin  the  limits  of  Europe.  The  examination  of  a  return  is 
not  the  same  as  the  examination  (jf  the  l>ooks  from  which  that 
return  should  be  an  extract,  and  any  departure  from  the  instruc- 
tions contained  in  the  Act  is  a  matter  for  serious  consideration, 
and  for  decision  according  to  the  facts  of  the  case. 

A  surprise  audit  differs  from  the  foregoing  chiefly  in  the  fact 
that  the  auditor's  visit  is  made  without  previous  notice. 

£xtra=£uropean   Branch   Returns.— 

As  regards  branches  beyond  the  limits  of  Europe,  their 
returns  should  be  certified  by  the  local  manager  and  accountant, 
and  should  be  inspected  to  see  the  nature  of  their  assets  and 
liabilities,  the  progress  that  they  disclose,  and  the  manner  in 
which  they  fit  into  the  Head  Office  l)(>oks.  To  check  the  latter 
operation  when  the  branch  records  its  transactions  in  another 
currency,  the  Head  Office  should  convert  all  the  branch 
liabilities  and  assets  at  the  demand  drawing  rate  ruling  on  the 
closing  date  for  transactions  between  the  Head  Office  and  the 
branch.  Any  difference  which  exists  between  the  figure  so 
obtained  and  the  branch  balance  in  the  Head  Office  books 
should,  subject  to  items  in  transit,  be  carried  to  Profit  and  Loss 
Account  as  profit  or  loss  on  exchange.  The  individual  groups 
of  items  of  branch  assets  and  liabilities  are  converted  into 
sterling  at  the  same  drawing  rate  of  exchange.  The  resulting 
amounts,  added  to  the  corresp(jnding  assets  and  liabilities  of 
other  branches  and  of- Head  Office,  make  up  the  whole  Balance 
Sheet  in  the  manner  shown  in  the  previous  chapter. 

All  matters  respecting  which  the  auditor  has  asked  for 
information,  or  for  some  additional  proof,  having  now  been 
settled,  he  will  append  his  certificate  to  the  Balance  Sheet, 
which,  with  the  directors'  report  (if  any),  will  then  be  submitted 
to  the  general  meeting  of  shareholders  for  adoption. 
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Acceptance  (on  a  bill).  The  signification  by  the  drawee  of  his  assent 
to  the  order  of  the  drawer — Bills  of  Exchange  Act,  Section  17.  The 
assent  must  be  in  writing,  signed  by  the  drawee,  and  expressed 
to  be  paid  in  money. 

{General)  An  acceptance  without  qualification  to  the  order  of  the 
drawer. 

[Qualified)  An  acceptance  which  in  express  terms  varies  the  effect  of 
the  bill  as  drawn — Bills  of  Exchange  Act,  Section  19  (2). 

{For  Honour)  The  engagement  to  pay  a  bill  for  the  honour  of  a  party 
liable  on  it,  provided  it  was  not  accepted  by  the  drawee  on 
presentation  to  him. 

{Of  Shares)  The  act  of  consenting  to  take  up  new  shares  in  a  com- 
pany in  accordance  with  the  terms  of  the  letter  of  allotment  {q.v.) 
by  signing  a  form  of  acceptance. 

Accommodation  Bill.  A  bill  of  exchange  on  which  one  person  has 
signed  as  drawer,  acceptor,  or  endorser,  without  receiving  value 
therefor,  and  for  the  purpose  of  lending  his  name  to  some  uther 
person — Bills  of  Exchange  Act,  Section  28. 

Account  Current.  An  open  account  to  which  debits  and  credits  are 
constantly  placed  and  no  final  settlement  made.  The  oldest  credit 
sets  off  the  oldest  debit — Clayton  s  case.  Accounts  current  at 
different  branches  may  be  set  off  against  each  other. 

Account  Day.     See  Settling  Day. 

Account  Payee.  An  instruction  placed  on  a  cheque  directing  the 
receiving  bank  to  place  the  whole  amount  only  to  the  credit  of  the 
account  to  which  the  cheque  is  made  payable. 

Account  Sales  (A/S).  A  detailed  statement  showing  the  amount 
realised  on  goods  sent  for  sale,  and  the  commission  and  charges 
incidental  to  the  sale. 

Action.  A  law-suit — that  is,  the  process  by  which  a  demand  to  enforce 
a  right  is  made  in  a  Court  of  Justice. 

A/D.     After  date. 

A/S.     After  sight. 

Administration,  Letters  of.  The  document  issued  by  a  Court  of 
Justice  authorising  the  dealing  with  the  estate  of  a  testator  having 
no  competent  executor,  or  having  died  intestate — i.e.,  without 
making  a  will. 

Ad  valorem.  A  term  used  to  denote  the  distribution  of  a  charge  in 
proportion  to  the  value  of  certain  goods. 

Affidavit.     A  written  declaration,  signed  and  made  upon  oath  before 
a    person    authorised    to    administer    oaths.     It    differs    from    a 
■  deposition  in  not  being  subject  to  cross-examination. 
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Agency.  The  relationship  existing  between  the  person  who  under- 
takes to  transact  some  business  for  another  in  the  latter's  name  and 
on  his  account,  and  that  other  person. 

AlxocATiR.  The  allowance  by  an  officer  of  a  Court  of  Justice  of  a 
charge  or  proceeding;  mainly  applied  to  certificates  given  by  the 
Taxing-Master  allowing  solicitors'  and  other  professional  men's 
costs  in  legal  cases. 

Allonge.  A  paper  attached  to  a  bill  of  exchange,  to  receive 
endorsements  too  numerous  to  find  room  on  the  bill  itself. 

Amalgamation.     The  act  of  combining  several  undertakings  together. 

Amortisation.  The  extinction  of  a  debt,  chiefly  by  means  of  a 
sinking  fund  {(/.v.). 

Annuity.  A  sum  payable  out  of  personalty,  or  out  of  personalty  and 
realty  jointly,  for  a  stated  period  or  in  perpetuity.  See  Rent-charge. 

Ante-date.  The  act  of  affixing  to  a  document  a  date  prior  to  that  of 
the  real  day  on  which  it  was  made. 

Appraiser.  A  person  appointed  and  sworn  to  fix  the  value  of  goods- 
and  lands. 

Appreciate.    To  become  of  greater  value. 

Appropriation  of  Credits.  Rule :  *'  The  debtor  must  notify  his- 
intention  before  or  at  the  time  of  payment  " — Mayfield  v.  Wadsley. 
If  he  does  not,  fhe  creditor  may  apply  it  as  he  likes,  even  towards- 
settlement  of  a  statute-barred  debt. 

Arbitrage.  The  operation  of  buying  or  selling  in  order  to  profit  by  a 
difference  temporarily  present,  or  expected  in  the  rates  of  exchange 
ruling  between  one  place  and  another. 

Arbitration.  The  settlement  of  a  dispute  by  one  or  more  persons 
appointed  by  the  contending  parties  to  it.  The  decision  of  the 
arbitrators,  or  of  the  umpire  whom  they  appoint,  is  called  the 
aivard. 

Articles  of  Association.  A  code  of  rules  approved  by  the  share- 
holders of  a  joint-stock  company  for  its  government.  Their  scope 
is  limited  by  the  Companies  (Consolidation)  Act,  1908.  (See 
Sections  10-13.)     See  Memorandum  of  Association. 

Assets.     Prop>erty  of  any  sort — realty,  personalty  {q.v.). 

Assignee.  A  person  to  whom  an  assignment  is  made.  A  person 
appointed  by  another  to  perform  some  function  for  him — e.g.^  a 
trustee  in  bankruptcy. 

Assignment.  A  transfer  of  an  interest  in  or  title  to  goods  or  larids. 
The  assignment  of  insurance  policies,  and  of  mortgages  of  ships, 
ranks  by  priority  of  notice  to  the  insurance  company  and  the  port 
registry  office  respectively;  assignment  of  shares  by  priority  of 
assignment. 

Attestation.     A  solemn  written  declaration  in  witness  of  a  fact. 

Attorney,  Power  of.  An  authority  under  seal  empowering  one 
person  to  act  on  behalf  of  another. 
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Average.     The  mean  proportion  of  unequal  numbers. 

(General)  All  loss  which  arises  in  consequence  of  an  extraordinary 
sacrifice  made,  or  expenses  incurred,  for  the  preservation  of  the 
ship  and  cargo,  comes  within  general  average,  and  must  be  borne 
proportionately  by  all  who  are  interested. 

{Particular)  A  partial  loss  of  the  subject-matter  insured,  caused  by 
a  peril  insured  against,  and  which  is  not  a  general  average  loss. 

Hackwakijation.  A  term  used  on  the  Stock  Exchange  to  denote  the 
charge  paid  by  those  who  have  sold  stocks  they  do  not  desire  to 
deliver.  •  The  opposite  to  contango. 

Bailment.  A  delivery  of  goods  in  trust  upon  a  contract  that  the  trust 
shall  be  faithfully  executed. 

Balance  Certificate.  The  document  issued  by  a  company  to  a 
shareholder  who  has  sold  a  part  only  of  the  shares  or  stock 
enumerated  on  his  certificate,  which  he  then  surrenders. 

Balance   Sheet.     A  statement  showing  the  capital,   liabilities,   and 

assets  of  a  business  or  person  at  one  particular  moment. 
Bank  Charter  Act.     7  &  8  Vict.,  cap.  113  (1844). 

Bank  Holidays.  In  England  and  Ireland,  Easter  Monday,  Whit 
Monday,  first  Monday  in  August,  and  the  26th  December.  If  the 
latter  day  is  a  Sunday,  then  the  27th  December— Bank  Holiday 
Act,  1S75,  Section  2. 

In  Scotland,  New  Year's  Day,  or  Monday  following.  Good  Friday, 
first  Monday  of  May,  first  Monday  of  August,  Christmas  Day,  or 
Monday  following— Bank  Holiday  Act,  187 1,  Section  i. 

Bills  due  on  these  days  are  paid  on  the  following  day ;  those  falling 
due  on  Sundays,  or  non -business  days  other  than  the  above,  are 
payable  the  day  before.  Where  the  Sunday  and  the  Bank  Holiday 
clash— <'.^.,  where  26th  December  is  a  Saturday— the  Bank  Holiday 
prevails,  and  the  bill  is  payable  on  the  next  business  day. 

-'  Bank  Holidays,  Sundays,  Good  Friday,  Christmas  Day,  and  public 
fast  or  thanksgiving  days  are  non-business  days— Bills  of  Exchange 
Act,  .Section  92. 

Bank  of  England  Notes.  "  The  promissory  notes  of  the  Governor 
♦•  and  Company  of  the  Bank  of  England  payable  to  bearer  on 
''-demand ''—Bank  Charter  Act,  Section  28.  The  notes  issued  are 
^5'  f  JO,  £20,  ^50,  ;^ioo,  /200,  /.500,  ;^i,ooo.  It  is  not  lawful  for 
the  Bank  of  England  to  retain  in  its  Issue  Department  at  anv  one 
tune  an  amount  of  silver  bullion  exceeding  one-fourth  part  of  the 
gold  coin  and  bullion  at  such  time  held  by  the  liank  of  En'^land  in 
its  Issue  Department— Bank   Charter  Act,   Section  3.        * 

A  bank  that  may  lawfully  issue  its  own  bank  notes. 


Bank  of  Issue. 


Bank  Note.  A  negotiable  instrument.  "  Any  bill  of  exchan^-e  or 
^^  promissory  note  issued  by  any  banker,  other  than  the  Bank  of 
England,  for  the  payment  of  money  not  exceeding  one  hundred 
pounds  to  the  bearer  on  demand  "—Stamp  Act,  iSqi,  Section  2q 
(^).  (^)  contains  a  long  further  reservation:  A  bank  note  is  monev 
—Miller  V.  Race.  ^ 
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Bank  Notes,  Limitations  on  Issue.  Scotch  and  Irish  banks  issuing 
notes  in  excess  of  their  authorised  issue  must  keep  gold  or  silver 
to  the  amount  of  the  excess  at  their  principal  place  of  business — 
Scotch  and  Irish  Bank  Acts  (8  &  9  Vict.,  cap.  38  &  cap.  37). 

In  the  case  of  the  Bank  of  England  Notes,  the  gold  is  specially  set 
aside  to  meet  the  notes,  and  does  not  form  one  of  the  general  assets 
of  the  Bank.     See  Fiduciary  Issue. 

English  country  banks  cannot  issue  notes  in  excess  of  their 
authorised  issue — Bank  Charter  Act,   Section   13. 

Bank  of  England  notes  are  not  legal  tender  in  Scotland  and  Ireland, 
nor  at  the  offices  of  the  Bank  of  England,  if  tendered  by  the  Bank 
itself. 

Bank  Place.     A  town  where  the  State's  banker  has  an  office. 

Bank  Post  Bill  (B/P/B).  A  bill  of  exchange  issued  by  a  bank,  and 
not  payable  on  demand.  Generally  applied  to  those  issued  by  the 
Bank  of  England,  which  are  payable  at  seven  days'  sight  without 
days  of  grace. 

Bank  Rate.  The  minimum  rate  at  which  the  Bank  of  England  will 
discount  approved  bills  of  exchange. 

Bank  Return.  The  weekly  statement  of  the  liabilities  and  assets  of 
the  Bank  of  England,'  both  as  to  its  Issue  and  its  Banking 
Department. 

Bank  Stock.  The  capital  stock  issued  by  the  Governor  and  Company 
of  the  Bank  of  England  to  its  proprietors. 

Banker.  A  dealer  in  money.  "Any  person  carrying  on  the  business 
of  banking,  whether  by  the  issue  of  bank  notes  or  otherwise  " — Bank 
Charter  Act,  Section  28.  His  relation  to  his  customer  is  that  of 
debtor  to  creditor  {Roharts  v.  Tucker) ;  if  the  customer's  account  is 
overdrawn,  that  of  a  creditor  to  his  debtor — Cunliffe  Brooks  v. 
Blackburn  Benefit  Society. 

A  banking  partnership  consisting  of  more  than  ten  persons  must  be 
incorporated  as  a  company — Companies  (Consolidation)  Act,  1908, 
Section  1(1). 

Banker's  Payment.  An  authority  by  one  bank  to  another  to  receive  a 
stated  sum  on  presentment  through  the  Clearing  House.  It  is  not 
subject  to  stamp  duty. 

Bankruptcy.  The  state  of  being  unable  to  pay  one's  debts,  or  so 
acting  as  to  defeat,  or  delay,  or  fraudulently  prefer  creditors.  It 
results  in  being  made  a  bankrupt,  or  assigning  the  assets  to  a 
trustee  under  a  deed  of  assignment  or  inspectorship. 

Bargain.     A  Stock  Exchange  term  for  a  contract  to  buy  or  sell  stocks. 
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Baring  Crisis.  The  period  of  uncertainty  mainly  caused  by  fear  as  to 
the  financial  position  of  the  firm  of  Baring  Bros.  &  Co,  It  was 
most  acute  between  the  15th  and  19th  November  1890.  The  Bank 
of  England,  under  guarantee  of  other  banks  and  financial  houses, 
undertook  to  make  advances  to  enable  Messrs.  Baring  to  discharge 
at  maturity  their  liabilities  as  existing  on  the  night  of  the  15th 
November  1890,  the  firm's  assets  being  hypothecated  as  security. 
A  limited  company  was  formed  at  the  same  time  to  continue 
Messrs.  Baring's  business  of  bankers  and  financial  agents. 

Barter.     The  act  of  trading  by  exchange  of  commodities. 

Bear.— A  Stock  Exchange  term  for  an  operator  who  tries  to  reduce  the 
price  of  stocks,  generally  by  selling  what  he  does  not  hold,  in  the 
hope  cf  buying  it  back  at  the  lower  price  before  settling  day  or 
carrying  over  the  bargain. 

Bill  Broker.     A  person  who  buys  or  sells  bills  of  exchange. 

Bill  of  Entry.  The  document  delivered  at  the  Customs  House  by  an 
importer  describing  and  declaring  the  goods  he  "  enters  " — that  is, 
lands — and  where  they  were  shipped. 

Bill  of  Exchange  (H/E).  A  negotiable  instrument.  "  An  uncondi- 
"  tional  order  in  writing,  addressed  by  one  person  to  another, 
"  signed  by  the  person  giving  it,  requiring  the  person  to  whom  it 
"  is  addressed  to  pay  on  demand,  or  at  a  fixed  or  determinable 
"  future  time,  a  sum  certain  in  money  to  or  to  the  order  of  a  specified 
•'  person,  or  to  bearer."— Bills  of  Exchange  Act,  Section  3  (i). 

Clean  Bill.     A  bill  to  which  no  shipping  documents  are  attach-*i. 

Documentary  Bill.     The  opposite  of  Clean  Bill. 

Bills  of  Exchange  Act.     45  &  46  Vict.,  cap  61  {1882). 

Bill  of  Lading  (B/L).  A  document  of  title  to  goods  acknowledging 
their  shipment,  and  stating  what  is  purported  to  be  shipped,  and 
the  conditions  under  which  the  shipment  is  accepted  by  the  carrier. 
Usually  it  is  signed  bv  the  captain  of  the  ship,  and  made  out  in 
triplicate.  Though  not  legally  a  negotiable  instrument,  it  is 
generally  treated  as  if  it  were;  but  see  Meyerstein  v.  Barber  (1870) 
and  Glyn  v.  East  and  West  India  Docks  Co.  (1882),  also  Factors' 
Act,  Sections  i  (4)  and  2  to  10. 

Bill  of  Sale  (B/S).  A  document  transferring  ownership  in  person- 
alty, but  not  the  possession. 

Bill  Payable  (B/P).  To  the  acceptor,  a  bill  of  exchange  payable  by 
him. 

Bill  Receivable  (B/R).  To  the  drawer  or  the  holder,  a  bill  of 
exchange  payable  to  him,  or  endorsed  in  his  favour. 

Bimetallism.  The  system  of  having  standard  coins  of  two  different 
metals  which  are  both  legal  tender  to  any  amount. 

Black  Friday,  nth  May  1866.  The  day  following  the  suspension  of 
payment  by  Overend,  Gurney  iV  Co. 

Blank  Endorsement.  On  a  cheque  payable  to  order,  a  signature 
over  which  no  special  instruction  as  to  whom  to  pay  is  placed. 
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Blank  Transfer.  A  deed  of  transfer  of  stocks  or  shares  which  is 
signed,  but  otherwise  left  incomplete.  Its  legality  is  dubious.  See 
Colonial  Bank  v.  W hinney  (1886). 

B.P.F — .     Bon  pour  francs — . 

Bond.  A  document  in  which  a  person  or  body  promises  under  hand 
and  seal  to  perform  certain  acts — e.g.,  to  pay  money.  See 
Bottomry,  Debenture,  Lloyd's,  Respondentia. 

Bonded  (»oods.  Goods  subject  to  customs  duty,  and  warehoused 
under  the  control  of  the  customs  authorities  till  the  duty  is  paid. 

Bonus.  An  extra  distribution,  immediate  or  deferred,  made  either  in 
cash,  shares,  or  scrip. 

Bookkeeping.     The     science     of     correctly     recording     in     accounts 
ascertained  facts  to  which  monetary  values  can  be  assigned. 

Bottomry  Bond.  The  document  pledging  the  keel  or  bottom  of  a 
ship  as  security  for  borrowed  money. 

Bounty.     A  premium  given  to  encourage  an  industry. 

Bourse.  A  Continental  term  for  the  meeting  place  of  merchants,  stock- 
brokers, and  business  men  generally.  In  London  each  trade  has 
its  own  meeting  place. 

Broker.  Strictly  an  agent  emploj-ed  to  negotiate  on  behalf  of  his 
principal.  He  does  not  act  in  his  own  name,  or  have  possession  of 
that  which  he  deals  in.  See  Baring  i'.  Corrie.  He  is  paid  by  a 
commission — Brokerage.  ¥01  other  uses  of  the  term  "  broker  '* 
see  Bill  Broker,  Stockbroker. 

Bull.  A  Stock  Exchange  term  for  an  operator  who  tries  to  increase 
the  price  of  stocks,  generally  by  buying  more  than  he  wishes  to  take 
up — i.e.,  pay  for — in  the  hope  of  selling  it  at  an  increased  price, 
or  carrying  over  the  bargain. 

Bullion.     Uncoined  gold  or  silver. 

Buying  in.  The  purchase  on  the  Stock  Exchange  by  its  f.fficial  broker 
of  stock  which  a  member  has  failed  to  deliver  within  ten  days  of 
settling  day. 

C.I.F.,  C.F.I.     Cost,  Freight,  and  Insurance. 

Caisse.     a  Cash-box. 
The  cash  in  the  box. 
A  financial  institution. 

Calendars.  The  daily  lists  showing  the  balances  on  current  accounts 
provided  for  the  information  of  paying  and  clearing  cashiers. 

Call.  The  amount  demanded  from  a  shareholder  towards  payment  of 
the  balance  remaining  unpaid  on  the  shares  or  stcxk  that  he  holds. 


Capital.     The  surplus  of  assets  over  liabilities. 

Authorised    Cafital.     The    maximum    amount    of    capital    which    a 

company  is  allowed  by  its  regulations  to  issue  to  shareholders. 
Subscribed   Cafital  is  the  capital  actually   issued   reckoned  at   its 

(nominal)  face  value. 
Paid-uf  Cafital.     The  capital  for  which  a  company  is  liable  to  its 

shareholders. 
Uncalled    Cafital.     The    difference    between    the    subscribed    and 
paid-up  capital.     See  page  57. 
Capital    Expenditure.     Outlay    on    constructions    of    a    permanent 

character.     Outlay  yielding  a  recurring  income. 
Carat      The  weight  that  expresses  the  fineness  of  a  metal.     There  are 
24  carats  in  any  mass  of  gold.     If  two  of  them  are  alloy  the  mass 
will  be  described  as  22  carat  gold. 
Carry  Over.     The  operation  of  withholding  the  settlement  of  transac- 
tions on  the  Stock  Exchange  until  the  settling  day  subsequent  to 
that  originally  agreed  upon  between  the  parties. 
Cash  Articles.     Cheques  received  by  a  cashier,  and  orders  for  the 

receipt  of  money  without  previous  notice  to  the  payer. 

Cash  Credit.     An  arrangement  by  which  a  bank  advances  up  to  a 

limit  such  sums  as  the  customer  requires  on  the  security  of  his  own 

indemnity  and  the  guarantee  of  two  or  three  other  persons. 

Cedula.     a   certificate   to   bearer   issued   in    lieu   of   cash   to   persons 

mortgaging   their    property   to   the   land   mortgage   banks   uf   the 

\r<-entine  Republic.     Some  of  the  Provincial  Governments  of  the 

Republic  are  responsible  for  the  operations  of  their  mortgage  banks. 

Cent.     One-hundredth   part   of   a   dollar;   one  hundredth   part   of   a 

guilder.     A  centime  is  the  hundredth  part  of  a  franc. 
Certificate.     A  written  declaration  under  hand  or  seal  substantiating 

a  fact. 
Certificate  of  Incorporation.  A  certificate  issued  by  the  Registrar 
of  Joint  Stock  Companies  to  the  effect  that  the  company  named 
therein  is  duly  registered  under  the  Companies  Acts.  It  is  now 
conclusive  evidence  of  the  validity  of  registration— C  ompanies 
(Consolidation)  Act,  1908,  Section  17  (1). 
Cestui    que    Trust.     Those   who   are  entitled    to   the   benefit   of,   or 

interested  in  property  held  in  trust. 
Chain  Rule.  A  method  of  arranging  the  terms  of  exchanges  in  vary- 
ing currencies  so  as  to  reckon  quickly  their  correct  equivalent. 
Thus,  the  question  if  one  rupee  exchanges  for  is.  4d.,  and  -jS  pence 
for  one  dollar,  how  many  dollars  will  exchange  for  50  rupees,  is 
thus  set  cut. 

How  many  dollars  =  5o  rupees 
if  1  rupee=i()  pence 
and  48  pence  =    1  dollar? 

CO  X  16  X  I 

1 =J(^l  ;  i.e.,  165  dollars  exchange  for  50  rupees. 

1x48 
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Change.  Change  need  not  be  given,  hence  a  demand  for  change  may 
invalidate  a  tender  of  money  in  settlement  of  a  debt.  See  Betterbee 
V.  Davies,  and  other  cases. 

Charge.  The  cheques,  drc,  sent  into  the  clearing,  with  the  list 
enumerating  them. 

Chartered  Banks.  Banks  incorporated  by  Royal  Charter,  with 
limited  liability. 

Chart'-.r  Party.  A  document  contracting  for  the  hire  of  a  vessel  upon 
stated  conditions. 

Chattels.  Movable  (personal)  or  immovable  (real)  goods  that  are  not 
of  the  nature  of  freeholds. 

Cheqi  F.  A  negotiable  instrument,  except  when  crossed  "  not 
negotiable."  ''A  bill  of  exchange  drawn  on  a  banker  payable  oa 
demand  "—Bills  of   Exchange    Act,  Section  73. 

Cheqi- K  Rate.    See  Short  Exchange. 

Chose  in  Action.  "All  personal  chattels  which  are  not  in  posses- 
sion " — Colonial  Bank  v.   Whinney—e.g.^   shares. 

CiRCiLAR  Note.  A  written  request  issued  by  a  bank  to  its  foreign 
correspondents  generally  to  pay  a  specified  sum  to  a  person  named 
in  the  relative  Letter  of  Indication  {q.v.). 

Clayton's  Rule.  Where  there  is  a  continuous,  unbroken,  running 
account,  with  payments  in  and  payments  out,  in  the  absence  of 
appropriation  by  the  person  paying' in,  or,  failing  him,  the  person 
receiving  payment,  the  earlier  payments  in  are,  in  the  absence  of 
special  circumstances,  attributed  to  the  earlier  payments  out,  and 
so   on  in  regular  sequence. 

Clean  Bill.     See  Bill  of  Exchange. 

Clear.  The  act  of  exchanging  drafts  with  other  banks  at  the  Bankers* 
(  learing  House. 

The  permission  given  by  the  Custom  House  to  a  vessel  to  sail  upon 
certain  conditions  having  been  carried  out. 

ConE.     A  body  of  laws. 

A    collection    of    words    representing    sentences.      Chiefiv    used    in 
telegraphy,  to  ensure  secrecy  and  economy. 

Coi;iciL.     A  solemn  document,  duly  attested,  altering  a  will. 

Cognovit  Actionem.  The  written  acknowledgment  bv  a  defendant  of 
a  plaintiffs  claim,  and  his  undertaking  to  suffer  judgment  to  be 
entered  for  it. 

Collateral  Securitv.  Security  other  than  the  principal  security 
lodged  for  th€  performance  of  contracts. 

Commission.  An  allowance  made  to  an  agent  for  conducting  business 
for  his  principal. 
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Co.mi'osit](^)N.  The  amount  which  a  debtor  offers  to  his  creditors  in 
settlement  of  his  debts. 

Consideration.  "  That  which  is  actually  given  and  accepted  in 
return  for  a  promise  " — Thomas  v.  Thomas.  A  present,  act,  or 
forbearance ;  a  promise  to  do  or  to  forbear.     It  must  have  value. 

Consignment.  Goods  sent  at  the  sender's  risk  to  an  agent  for  sale  by 
him. 

Contat-jgo.  a  Stock  Exchange  term  denoting  the  interest  paid  for 
carrying  over  a  bargain  until  the  next  settling  day  by  those  who 
have  bought  stock  they  do  not  desire  to  take  up  {i.e.,  pay  for).  It 
also  denotes  a  sale  which  is  carried  over  in  a  similar  manner  by 
paying  backwardation  {q.v.). 

Contingent  Liability.  The  liability  of  a  person  which  only  becomes 
enforceable  against  him  in  certain  events. 

Contract.     An  undertaking  enforceable  by  law. 

Contract  Note.  A  statement  of  the  terms  of  a  bargain  between  one 
person  and  another. 

CoNTKiwcroRY.  "  Every  person  liable  to  contribute  to  the  assets  of 
the  company  in  the  event  of  its  being  wound  up  " — Companies 
(Consolidation)  Act,  1908,  Section   124. 

Coxvektiule  Paper.  Notes  that  can  be  changed  at  the  will  of  the 
holder  for  the  amount  of   coin  they  represent. 

Copyhold  Property.  Land  held  on  tenure  by  copy  of  the  Court  Roll 
of  the  lord  of  the  manor. 

Corner.  The  operation  of  obtaining  command  of  so  much  of  a  com- 
modity as  is  sufficient  to  control  the  price  of  all  that  is  available 
for  sale   in  the  market. 

Council  Drafts.  Drafts  drawn  in  London  on  the  Indian  Government 
by  the  Secretary  of  State  for  India  in  Council.  They  go  to  dis- 
charge the  expenses  and  interest  payable  by  the  Indian  Government 
in  Great  Britain. 

Coupon.  A  certificate  attached  to  bearer  bonds  entitling  the  holder  to 
interest  as  it  falls  due  on  the  bonds.  Coupons  for  the  whole  term 
of  the  currency  of  the  bond  are  often  attached  at  the  time  of  its 
issue.  A  crossed  coupon  is  not  good  delivery  on  the  Stock 
Exchange. 

Course  of  Exchange.  A  price  list  of  foreign  bills.  Issued  in  London 
on  Tuesdays  and    Thursdays  by  dealers  in  foreign  bills. 

Cover.  The  security  deposited  to  ensure  the  repayment  without  loss 
of  sums  borrowed. 

Creditor.  One  to  whom  a  debt  is  due.  In  many  foreign  countries  the 
local  creditors  of  a  business  have  a  charge,  ranking  prior  to  that 
of  foreign  creditors,    on  the  local  assets. 

Crore.     One  hundred  lacs  of  rupees  (1,00,00,000). 

Crossing.  The  means  by  which  a  cheque  is  made  payable  to  a  banker 
only — Bills  of  Exchange  Act,  Section  76. 
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(VM  DivmENU,  (C/D),  Cum  Rights.  Terms  used  to  denote  that  the 
then  accruing  dividend  or  rights  to  new  stock  or  shares  belong  to 
the  buyer  of  the  security  on  which  they  are  due. 

Currency.  The  money  or  money's  worth  which  forms  a  country's 
circulating  medium  of  exchange. 

The  period  for  which  a  bill  or  promissory  note  is  drawn  or  made. 

Days  ok  Grace.  The  three  days  after  due  date  allowed  in  this  country 
for  the  payment  of  bills  of  exchange  other  than  bills  payable  on 
demand.  (Bank  post  bills  are  entitled  to  the  days  of  grace,  but  do 
not  take  them.)  The  allowance  in  foreign  countries  varies  from 
none  to  ten  days. 

D/D.     Day's  date.  .  j^j-j^g  ^^^^   -^^  connec- 

D/ A.     Documents  to  be  given  up  on  acceptance.  L     tion  with  documentary 

D/P,     Documents  to  be  given  up  on  payment.      )     bills. 

Dead  Account.     An  account  on  which  there  are  no  transaction-^. 

An  account  standing  in  the  name  of  a  deceased  person. 
Dealer.     See  Jobber. 

Debenture.  "A  document  which  creates  a  debt  or  acknowledges  it." 
Generally  used  to  denote  a  security  for  a  loan  or  mortgage  of 
certain  assets.  If  these  assets  are  not  secured  by  a  deed  vesting  the 
legal  estate  in  them  in  trustees,  there  is  no  specific  lien.  Deben- 
tures are  usually  issued  in  bonds  of  fixed  amount,  and  transferable 
by  delivery,  but  sometimes  by  deed.  Payment  of  interest  is 
generally  obtained  by  coupon. 

Debenture  SrocK.  The  same  as  the  foregoing,  except  that  it  is  not 
issued  in  lixed  amounts,  and  transfer  of  ownership  is  made  by 
registration  of  a  deed  in  the  books  of  the  company  issuing  the 
stock.     Payment   of  interest  is  generally  obtained  bv  warrant. 

Deferred  Sharks.  .Shares,  the  rights  of  which  as  to  dividend  or 
capital  are  postponed  till  certain  stipulated  events  have  occurred 
to  shares  ranking  before  them. 

Del  Credere.  An  allowance  made  to  an  agent,  in  consideration  of 
which  he  guarantees  punctual  payment  for  goods  sold  by  him  for 
his   principal. 

Delegation.  The  transfer  to  another  of  a  debt,  or  of  an  authority  to 
act. 

Delivery  Order.  An  order  signed  by  the  owner  for  the  delivery  to 
himself  or  a  third  person  of  goods  lying  at  a  dock,  &c.  Its  negotia- 
bility is  governed  by  the  Factors'  Act  (see  Sections  i  (4)  and  2-10). 
It  is  of  little  value  as  security  until  registered  with  the  party 
holding  the  goods. 

Demonetisat»on.  The  act  of  declaring  that  certain  coins  are  no 
longer  legal  tender. 

Demurrage.  "  The  compensation  paid  by  the  shipper  of  goods  to  the 
"oA\ners  of  a  vessel  for  his  delay  in  unloading  or  "loading  the 
"  vessel  " — Harris  v.  Jacobs. 

The  amount  of  i^d.   per  oz.    paid    to  the  Bank  of  England  when 
exchanging  gold  bullion  for  coin  or  notes.     See  also  Seigniorage. 
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Detosits.  (i)  Amounts  received  by  banks  for  a  stipulated  period,  or 
subject  to  notice  of  withdrawal,  on  which  interest  is  paid.  See 
pages  40-5^. 

(2)    The  total  amount  for  which  a  bank  is  liable  to  its  customers, 
including  Current   and   Deposit  Account  balances. 

Deposition.  The  testimony  of  a  witness  either  written  by  himself  or 
supplied  from  his  oral  statements.  L'nlike  an  affidavit,  it  is  subject 
to  cross-examination. 

Discount.  The  sum  deducted  from  an  account.  Thus,  cash  discount 
is  that  deduction  which  is  allowed  on  a  prompt  cash  payment,  or 
on  payment  in  advance.  Trade  discount  is  the  deduction  allowed 
to  certain  customers  only — e.g.,  wholesale  dealers  on  the  invoice 
price  of  goods.  Banker's  (commercial)  discount  is  a  cash  discount 
calculated  on  the  full  value  of  the  sum  discounted.  True  discount 
is  the  cash  discount  calculated  on  the  present  value  of  the  sum 
discounted. 

Stocks  and  shares  are  said  to  be  at  a  discount  when  the  market  price 
is  below  the  amount  paid  up. 

Dishonour.  The  non-acceptance  or  non-payment  of  a  bill  or  cheque 
at  maturity. 

Distringas.  A  notice  temporarily  restraining  dealings  in  stocks  or 
shares  registered  in  a  person's  name. 

Dividend.  That  part  of  a  company's  profit  which  is  distributed  to 
each  proprietor  in  proportion  to  his  paid-up  capital  and  according 
to  the  regulations  of  the  company.  Generally  paid  by  warrant 
(which  is  negotiable),  but  may  be  paid  by  coupon. 

The  distribution  which  is  made  out  of  the  assets  of  a  company  ia 
liquidation  or  a  bankrupt  to  its  or  his  creditors. 

Dock  Warrant.  A  document  given  by  dock  owners  or  wharfingers 
acknowledging  the  holding  of  specified  goods  in  the  name  of 
certain  persons.  Dock  owners  can  retain  the  goods  until  their 
claims  for  storing  them,  iVc,  are  settled.  Its  neg<;tiability 
is  governed  by  the  Factors'  Act  (see  Sections  i  (4)  and  2-10),  or  by 
certain  Private  Dock  Companies'  Acts. 

Docket  (docquet).  A  slip  used  in  a  bank  for  recording  the  passage  of 
entries  from  one  account  to  another  in  the  books. 

DocuiiENTARY  BiLL.     See  Bill  of  Exchange. 

Documentary  Credit.     See  Letter  of  Credit. 

Domicile.    The  place  where  a  bill  or  other  document  is  payable. 

Dormant  Account.     See  Dead  Account. 

Draft.  An  order  by  one  party  to  another  for  the  payment  of  a  sum 
of  money  held  on  behalf  of  the  drawer  by  the  drawee.  Compare 
Bill  of  Exchange. 

Drawee.     The  person  on  whom  a  bill  is  drawn. 

Drawer.     The  person  who  draws  a  bill. 

Drawback.  An  allowance  of  duty  to  an  importer,  or  his  assignee,  on 
re-exporting  goods  on  which  customs  duty  has  been  paid. 
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Drawing  .Accounts.  The  term  used  by  some  banks  to  designate  their 
("nrrent  Accounts. 

In  a  partnership,  the  account  opened  for  each  partner  to  which 
his  personal  drawings,  &c.,  are  debited,  and  to  which  his  share 
of  profit,  interest  on  capital,  Arc,  are  credited. 

D/S.    Days'  sight. 

Earnkst.  The  delivery  of  a  thing  by  a  buyer  to  a  seller  as  a  symbol  of 
tlie  ratification  of  a  contract. 

E.  &  <).   E.     Errors  and  omissions  excepted. 

E.  K.     Errors  exceoted. 

Elegit,  Writ  of.  An  order  of  a  Court  of  Justice  entitling  a  judgment 
creditor  to  have  delivered  to  him,  or  sold  for  his  benefit,  land 
b:  longing  to  his  debtor. 

E.MHEzzLEMtNT.  Fraudulent  misappropriation  of  goods,  money,  or 
records. 

Endorsee.  The  person  to  whom  a  bill  of  exchange,  &c..  is  assigned 
by  endorsement. 

Endorsement— Endorsation.  The  signing  of  a  person's  name  on  the 
back  of  a  bill  prior  to  transfer  to  the  endorsee.  The  signer 
(endorser)  remains  contingently  liable  for  the  due  payment  of  the 
bill.     But  see  "Sans  Recours." 


Eqittadle  Charge.  An  undertaking  to  carry  out  whatever  is 
necessary  to  create  a  legal  charge  on  a  property. 

Eqitty  of  Redemption.  The  advantage  allowed  to  a  mortgagor  of 
redeeming  lands  mortgaged  by  him  on  payment  of  the  amount  due 
under  the  mortgage.  'J'his  equity  may  be  sold  and  conveyed  to  a- 
Ihird  party. 

Estoppel.  In  law,  "  An  admission  of  so  high  and  conclusive  a  nature 
that  anyone  who  is  affected  by  it  is  not  permitted  to  contradict  it."" 

Exchange.  The  prices  at  which  bills  (chiefly  foreign)  are  dealt  in  and 
valued. 

ExcHEQi  ER  Bill.  A  negotiable  instrument.  A  bill  of  exchange  issued 
by  the  British  Government.  The  buyer  usually  pays  to  the  seller 
the  interest  accrued  to  date.     See  Treasury  Bill. 

Exchequer  Bond.  A  bond  issued  by  the  British  Government  for  a 
fixed  period,  and  at  a  fixed  rate  of  interest. 

Ex  Coupon.              j  Terms  used  to  denote  that  the   then  accruing 

Ex  Dividend  (xd).    [  coupon,  dividend,   or  rights  to  new  stock  or 

Ex  Rights.                 f  shares  (or  all  advantages),  belong  to  the  seller 

Ex  All.                       ;  of  the  security  on  which  they  are  due. 

Exectttor,      a    person  appointed    under  a  will  to  carry  out  its  con- 
ditions,    lie  cannot  act  till  probate  of  the  will  is  granted. 
F.O.B.    Free  en  board. 
F.P.A.     Free  of  particular  average.     See  Average. 
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Factor.  An  agent  entrusted  with  the  possession  of  goods  which  he  is 
authcrised  to  sell  or  has  a  lien  upon.  He  may  usually  consign  for 
the  purpose  of  sale,  raise  money  on  the  security  of  the  goods.  See 
*'  Mercantile  agent"  in  Factors  Act,   1S89,  Section  i. 

Fee  Simple.  Freehold  land.  All  land  in  Great  Britain  is  held  of  the 
Crown,  but  the  conditions  attaching  to  the  tenure  have  been 
waived  or  are  in  abeyance. 

Feu.  Tn  Scotland,  the  holding  of  land  under  a  superior ;  also  applied 
to  the  right  to  receive  a  feu  duty  (ground  rent)  under  a  lease  for 
building  purposes. 

Feme  Covert.    A  married  woman. 

Feme  Sole.     An  unmarried  woman,  or  widow. 

Fictitious  Payee.  The  insertion  in  a  bill  cf  the  name  of  a  pa3'ee 
who  is  non-existent  or  incapable  of  endorsing.  See  Vagiiano 
Bros.  7>.  Bank  of  England.  It  may  then  be  treated  as  payable 
to  bearer — B.  E.  A.,  Section  7,  (3). 

Fiduciary  Tssui:.  The  amount  of  notes  authorised  to  be  issued  against 
certain  approved  securities — e.g.^  the  fiduciary  issue  of  the  Bank 
of  England,  for  which  see  "  Weekly  Return." 

Fieri  Facias  {ji.  fa.).  An  order  of  a  Court  of  Justice  entitling  a 
judgment  creditor  to  have  delivered  to  him,  or  sold  for  his  benefit, 
personal  property  belonging  to  the  debtor. 

Floaters.  British  Government  and  other  unimpeachable  securities 
which  are  transferable  by  delivery,  and  circulated  to  cover  sh;  rt 
loans  in  the  money  market.     See  page  31. 

Floating  Policy.  A  policy  of  maiine  insurance,  in  which  the  ship 
which  carries  the  interest  insured  is  not  named  at  the  time  (  f  the 
issue  of  the  policy.  When  the  interest  becomes  insurable  under 
the  policy,  the  name  of  the  ship  and  the  amount  insured  are 
recorded  on  the  policy,  and  a  certificate  is  given  attesting  the  entry. 
See  Name  Policy. 

Flotsam.    Goods  found  floating  on  the  surface  of  the  ser.. 

Foreign  Bill.     See  Inland  Bill. 


Forfeited  Shares. 
the  conditions 
shareholder. 


Shares  which   are  confiscated  in  consequence  of 
of    their    issue    not    being    carried    out    by    the 


A  Forfait.     See  "  Sans  liecours." 

Founders'  Shares.  Shares  allotted  to  those  who  have  aided  in  the 
flotation  of  a  public  company.    They  generally  carry  special  rights. 

Freight.     The  charge  made  for  carriage  of  goods. 

Funded  Debt.  That  part  of  the  National  Debt  which  is  charged  in 
perpetuity  or  for  a  long  period  on  the  public  revenues  as  security 
to  the  national  creditors.  It  is  paid  off  out  of  surpluses  in  the 
National  Exchequer.     See   Unfunded  Debt  and  Rentes. 

Garnishee  Order.  An  order  of  a  Court  of  Justice  warning  those  who 
are  indebted  to  a  debtor  that  the  latter's  judgment  creditor  has 
attached  their  debt    to  answer  the   judgment. 
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Good  Delu'Erv.  Stock  or  shares  which  comply  with  the  rules  of  the 
Moc^  txchange  as  to  marketability,  and  which  are  complete  and 
regular  as  to  form,  are  said  to  be  a  "  good  delivery." 

Good  Faith  "  JTonest  action,  whether  it  is  done  negligently  or  not  " 
— bale  of  Goods  Act,  Section  62. 

^*^*^iTndle*v  '  ^^*  ^^"^^^  ^"^'"^  ^"^^"^  connection  and  reputation  "— 
"^  bus^ine'l^^'^^^  '^^"^  °^  ^^"^  ^/^V'?/^/^,  or  of  the  earning  power  of  a 

Greexbacks  Inconvertible  notes  of  the  Government  of  the  United 
States,  first  issued  during  the  Civil  War.  Other  recognised  paper 
currency  of  the  Lnited  States  are  the  Treasury  notes  of  1800,  the 
gold  and  silver  certificates,  and  the  National  Banks'  notes. 

GiARAXTEE  "  A  promise  to  pay  the  creditor  if  the  principal  debtor 
makes  default  "—Sec   Guild  v.  Conrad.     See  Indemnity 

Heritable  Property.     A  Scotch  term  for  freehold  property. 

Heritable  Security.  A  Scotch  term  for  a  mortgage  on  freehold 
property. 

Holder.  "  The  payee  or  indorsee  of  a  bill  or  a  note  who  is  in  posses- 
sion of  It,  or  the  l)earer  thereof  "-Bills  of  Exchange  Act,  Section  2. 

Holding  Out.  The  lending  of  a  person's  credit  to  a  firm  of  which  he 
IS  not  a  partner.     See  Partnership  Act,  Section    14  (i). 

Holder  in  Due  Course.    The  holder  of  a  bill  or  note  who  has  taken 
It  complete  and  regular  on  the  face  of  it,  and  in  accordance  with 
.  the  conditions  stated  in  Section  29  of  the  Bills  of  Exchange  Act. 

Hypothecation.  The  act  of  pledging,  as  security  for  a  debt,  propertv, 
the  possession  of  which  is  not  parted  with.     See  Pawn. 

Impersonal    (or  Nominal)   Accounts.     Those  which   do   not   record 

dealings  with  persons.     The  opposite  of  Personal  Accounts. 
Inconvertible  Papf^r.     Notes  that  cannot  be  changed  at  the  will  of 

the  holder  for  the  amount  of  coin  they  nominally  represent. 
Indemnity.    "A  contract  to  keep  a  person  who  has  entered,  or  is  about 
to    en  er,  into  a  contract  of    liability  indemnified  against  that 
lidbihty,  independently  of  the  question  whether  a  third   per<=on 
makes  default  or  not."    See  Guild  v.  Conrad.    .See  Guarantee. 

^""''^'^^'a  -^"^'-de^'/eceived  from  abroad  by  a  merchant  at  home.    The 
goods  shipped  m  fulfilment  of  that  order.  • 

Indian  Accounts.     Since  1S99,  the  Indian  Government  Accounts   are 

T.rJ^^'  P''*"^"*^^  ^"  ;^"^  of  '•"Pees   (Rx),   but    in   fifteens   of 
rupees — i.e.,  15  rupees  =  ;(:i. 

Inland  Bill.    -  A  bill  which  is,  or  on  the  face  of  it  purports  to  be,  {a) 

'•  w^thin'th."  B"r.vT?H^"  r'^^"  *^"  ^"'^^^  I^^^"d^  '  o^  (*)  drawn 
w.thin   the   British  Islands  upon    some  person  resident    herein 

Any  other  bill  is  a  foreign  bill."     See    Bills  of  Exchange  Ac" 
iTur  a^re  iL^l^l^L.f  "^''  ^^^  '''^   ^'   ^^^  ^^  *^^  ^^^-i 
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Inscribed  Stock.  Stock,  the  only  title  to  which  is  the  entry  in  the 
register  of  the  body  or  company  issuing  it.  No  certificate  is  issued 
to  the  holder,  but  usually  a  stock  receipt  {q.v-)-    See  page  119. 

Instalment.     That  part  of  a  sum  which  is  payable  at  a  certain  time. 

Investment,  ('apital  outlay  on  the  construction  or  purchase  of  some 
property  of  a  lasting   nature. 

Interest.  That  which  is  paid  for  the  use  of  borrowed  money,  '"  com- 
pensation for  delay  in  payment  " — Bond  v.  Barrow  Hamaiite  Steel 
Co. 

Invoice.     A  written  statement  giving  particulars  of  goods  sent. 

I  O  U.    A  simple  written  acknowledgment  of  a  debt.    Not  a  negotiable 

instrument. 

Issi  E  Department.  The  department  of  the  Bank  of  England  where 
the  business  relating  to  the  issue  of  the  promissory  (bank)  notes  of 
the  Governor  and  Company  of  the  Bank  of  England  is  carried  on. 
See  Bank  Charter  Act,  Section  i. 

Jettison.     The  act  of  throwing  overboard  goods  to  lighten  a  ship. 

Jobber.  A  merchant  on  the  Stock  Exchange  who  buys  from  and  sells 
to  brokers  the  particular  stocks  and  shares  in  which  he  deals, 
and  makes  a  market. 

Joint  and  Several.  A  term  used  to  denote  the  liability  of  persons 
who  have  jointly  accepted  a  liability,  and  are  also  individually 
liable  for  the  full  amount  of  it. 

Joint  Stock  Company.  An  association  of  not  less  than  seven  persons 
having  a  paid-up  or  nominal  capital  of  fixed  amount  either  divided 
into  shares  also  of  fixed  amount,  or  held  and  transferable  as  stock. 
See  Companies  (Consolidation)  Act,  1908,  Section  250;  see  Public 
Company. 

Judicial  Trustee.  A  person  appointed  by  a  Court  of  Justice  under 
the  Judicial   Trustees  Act,  1896,  to  act  as   trustee. 

Judge's  Order.  An  order  of  a  Judge  directing,  with  the  consent  of  all 
parties  to  a  suit,  the  stay  of  proceedings  and  the  levying  of 
execution  on  a  debtor's  goods  in  stated  eventualities. 

Judgment  Debt.  A  debt  which  has  been  proved  in  an  action  at  law  to 
the  satisfaction  of  a  Court  of  Justice. 

Kites.     Accommodation  bills. 

Lac.    100,000  rupees. 

Land  Registration.  The  act  of  registering  the  transfer  of  title  to  a 
piece  of  land  in  a  public  office  (as  opposed  to  "  conveying  "  it  by 
deed). 

Law,  Conflict  of.  Locus  regit  actum.  If  an  act  is  legal  in  the  country 
where  it  is  or  should  be  done,  it  is,  speaking  generally,  allowed  in 
other  countries.  As  to  bills  of  exchange,  see  Bills  of  E.xchange 
Act,  Section  72. 
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LE.4SEHOLD.     A  tenure  of  land   or  buildings  held  by   a  tenant  for  ;» 
defined  period  at  a  stated  rental.  ^  °^  ^ 

^'^^th?'.'.i^"'^'^7.  An  Act  to  prevent  the  making  of  contracts  for 
the  sale  and  purchase  of  shares  or  stock  in  ioint  stock  banking 
companies,  whereof  the  sellers  are  not  possessed,  or  over  which 
they  have  no  control.  Such  contracts  are  void  i  the  Jistim  ve 
numbers  of  the  shares  dealt  in,  or  the  name  of  the  r '^^tered 
holder  of  the  stock  is  not  shown  at  the  time  of  maktg  the  comract 

Legacy.     A  bequest  or  gift  under  a  will.     If  of  land,  it  is  a  devise. 

Legal  Tender.    Gold  coins :  To  any  amount.     See  /  s.  d. 

^^'grfater'^uin;^"  '""''''"'  "'''  exceeding  forty  shillings,  but  for  no 

""^er^-^^^^^^!,;-^^^  ^^^"-.^  ^ut   for  no 

Bank  of  England  Notes  :  To  any  amount,  except  by  the  Bank  itself 
Country  Bank  Notes:  To  any  amount,  if  no  objection  is  made  at  the 
time  of  re<.eipt-H:r/^///  v.  Reed,  and  other  ca.c- 

Letter  of  Application.  A  letter  from  an  intending  investor 
requesting  to  be  apportioned  shares  or  stock  in  an  ufdertakun^ 
o?  re^rit'.         """"'  "''^''  ^'^  '""'^  °'  Allotment,    "r  (I)  Lett!; 

Letter  of  Allotment.     A  letter  issued  by  an  undertaking  informing 
the  per.on  addressed  of  the  number  of  the  shares  or  thf  s"ock  tha? 
has  been    apportioned    to  him.      These  may  be   "  accepted  "or 
'renounced."     See   Renunciation.  ^ 

Letter  of  Regret.  A  letter  issued  by  an  undertaking  informing  the 
person  addressed  that  no  shares  or  stock  for  which  he  harim.]  ed 
can  be  apportioned  to  him.  •^^pput-u 

Letter  of  Credit  (L/c)^  A  letter  addressed  to  a  person  authorising 
him  to  .illow  a  specified  person  to  dispose  of  a  stated  sum.  When 
there  are  attached  conditions,  such  as  to  deliver  on  acceptance  the 
d^uments  of  title  to  the  goods,  in  payment  for  which  th*;  bill.  Ire 

an%e'n  credft.'"""'"'"^^  "^'^*-     "  ^^^^^  ^'^  ^^   -^h,  it  is 

Letter  of  Indication.  The  letter  given  to  the  holder  of  circular 
notes,  circular  letters  of  credit,  and  travellers'  cheques  to  enr^e 
the  issuer  s  correspondents  to  identify  the  holder. 


Liability.     A  debt    due  to  a    creditor  by  his  debtor. 
Liability;  Contingent  Liability. 


See  Reserve 
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Lien      "  The  right  of  one  man  to  retain  that  which  is  in  his  possession 
''belonging    to    another    till    certain    demands^  of    him    by    the 
"  nersonTn  possession  are  satisfied  ^^-Hammonds  v.  Barclay      See 
PaCnThe^  legal  ownership  passes    to  the  lender,  but  without 
hX  of  sale      Drawing  against  goods   does  not  create    a  hen  on 
[Ltn      See  i-v  />arU  Devcr ;   re  Suse.     Banks  have  a  ,aural   lun 
on  all  securifies  lodged  by  a  customer  with  them  as  baukers   unless 
the?e  S   an  expresf  or   implied  contract  inconsistent  with  lien- 
Brandao  v.  Barnett  (1846). 
LtMiTATioNS,   Statutes  of.     On  simple  contract  debts,  six  years--Ji 
James  I,  c.  16,  and  amendments. 
On  specialty  debts,  twenty  years-3  &  4  William  IV.,  c.  4^. 
On  mortgages,  twelve  years,  37  &  38  Victoria,  c.  57. 
If  aoDlication  to  fulfil  the  contracts  is  not  made  within  these  respec- 
Uve^  periods    t^^      acts  bar  the  legal  remedy  for  the  recovery  of 
the  debt,  but  not  the  right  to  it. 
I  iMiTEi)  Partnership.     See  Partnership. 
1  iQUiD  Assets.     The  debts  and  property  of  an  undertaking  which  can 

be  sold  without  great  loss  at  any  moment. 
Liquidation.     See  Winding-up. 

Lis  Pendens.     An  action  pending  in  a  Court  of  Justice. 
L/E.     Egyptian  £. 
L/T.    Turkish  i;. 

T  LOYD's      The  meeting  place  in  the  Royal  Exchange,  London,  of  a 

society  l^arkig  the  same  name,  and  consisting  mainly  of  insurance 

Trokers  and  underwriters  of  marine  and  other  risks.     Incorporated 

by  special  Act  in  187 1. 

LioYD's  Policy.     The  form  of  contract  of  indemnity  most  generally 

issued  by  the  above  to  insure  a  marine  risk. 

IiM^D's    Bond.     A    document    given    by    a    corporation    under    seal, 

admitting  its  indebtedness  to  a  specified  person,  and  prcnu.sing  U. 

repav  wfth  interest  at  a  fixed  date.     It  cannot  be  "sed  to  raise 

.      money  for  general  purposes,  but  only  to  comply  with  statutory 

requirement!-..^.,  to  pay  a  debt.     Said  to  be  named  after  the 

counsel  who  invented  it. 

LONG  Exchange.     The  rate  of  exchange  at  which  a  foreign  bill  which 

is  payable  some  months  after  date  of  purchase  is  priced. 
/  s   d      Schedule  i  to  the  Coinage  Act,  1870,  gives  the  maximum  and 
^      minimum  weights  of  coins  which  are  legal  tender.     The  maximum 
weight  of  a  sovereign  is  there  stated  as  123.27447  grams,  Imperial 
weight;  the  minimum  being  122.5  grains. 
M/D.     Month's  date. 
M/s.     Month's  sight. 

Maker  (of  a  note).     The  person  who  promises  to  pay. 
Making-up  Price.     The  price  fixed  by  the  Stock  Exchange  at  which 
bargains  due  on  settling  day,  but  not  paid  for,  shall  be  carried 
forward  to  the  next  account. 
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Manifest.  The  document  giving  particulars  of  the  cargo  carried  by  a 
vessel. 

Marginal  Credit.  A  document  authorising  the  addressee  to  place  a 
sum  at  the  disposal  of  a  person,  who  must  follow  the  instructions 
given  in  the  margin  of  the  authority. 

Marginal  Note.  That  part  of  the  purchase-price  (of  bills  b(jught) 
which  is  held  back  from  the  seller  by  the  buyer  as  security  against 
certain  contingencies  happening — e.g.,  their  payment  on  maturity. 

Mahkk!)  Cheques.     See  page  12. 

Market  Rate.  The  rate  of  interest  at  which  money  is  lent  for  short 
periods  in  the  money  market. 

Marshalling  Assets.  The  arrangement  of  the  assets  of  a  company  in 
the  order  of  their  realisability.  Legally,  the  term  is  used  to 
signify  the  arrangement  of  claims  against  a  deceased  person,  so 
that  they  may  be  paid  in  the  order  of  their  legal  priority. 

Mandamus.     An  order  issued  by  the  High  Court  of  Justice. 

Mature.     To  be  due  for  settlement. 

Memorandum  of  Association.  The  fundamental  rules  governing  a 
joint-stock  company — only  changeable  by  permission  of  a  Court  of 
Law.  See  Companies  (Consolidation)  Act,  1908,  Sections  2-9,  &c. 
See  Articles  of  Association. 

Memorandum  of  Deposit.  The  document  signed  by  a  debtor  stating 
that  the  securities  he  lodges  are  to  be  held  as  cover  for  the  loan 
made  to  him,  and  undertaking  to  complete  all  legal  forms  when 
called  on  to  do  so. 

MiLLE.     A  thousandth  part. 

Mint.     The  place  where  bullion  is  coined  by  the  Government.     The 
•     Mint  price  is  that  at  which  the  Mint  buys  gold  in  quantities  of 
^'20,000  and  over,  at  ^^'3  17s.   lo^d.  per  oz.  troy,  consisting  as  to 
eleven-twelfths  of  pure  gold  and  as  to  one-twelfth  of  alloy. 

Money.  A  medium  of  exchange  having  a  generally  recognised  value. 
Frequently  applied  to  include  bank  notes.  In  a  wider  sense,  it  is 
used  to  signify  any  balance  for  which  a  bank  desires  investment. 
Money  at  call,  see  page  30. 

Money  Market.  The  resort  where  the  above  balances  are  lent  and 
borrowed.  In  London  there  is  no  single  meeting  place,  the  offices 
of  the  dealers  being  close  together. 

Mortgage.  The  act  of  conveying  as  security  for  a  debt,  property 
which  then  passes  into  the  legal,  but  not  the  actual  ownership  of 
the  lender.  The  person  conveying  the  property  is  the  mortgagor, 
he  to  whom  it  is  conveyed  is  the  mortgagee.  Every  mortgage  or 
charge  created  by  a  company  registered  in  England  or  Ireland 
must  be  registered  within  21  days  of  its  creation  with  the  Registrar 
of  Companies.  See  Companies  (Consolidation)  Act,  1908,  Section 
93  (i).     See  Lien,  Pawn. 

Name  Policy.  A  policy  of  marine  insurance  in  which  at  the  time  of 
issue  the  name  of  the  ship  carrying  the  interest  insured  is  stated. 

N/E.    No  effects. 
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Nkki),  In  ('ask  of.  A  memorandum  on  a  bill  stating  where  it  will  be 
paid  if  not  met  at  maturity  by  the  acceptor.  Usually  affixed  to  pri>- 
tect  the  credit  t)f  one  of  those  who  are  contingently  liable  on  the 
bill. 

iXegotiaui.e  Instrument.  A  written  document  of  title  to  a  debt,  or 
other  right,  which,  by  the  law  merchant,  is  transferable  either  by 
delivery  or  by  endorsement,  or  by  both  means,  to  another  person, 
who,  if  he  receives  it  in  good  faitli  and  for  value^  then  holds  it 
entirely  free  from  all  claims  of  previous  owners.  See  London  Joint 
Stock  Bank   v.  Simmons  ;    Richards  v.  Bank  of  England, 

Nomination  Form.  A  form  entitling  the  person  to  whom  stocks  or 
shares  are  allotted  to  nominate  another  person  to  be  the  holder  of 
them,   without  the  necessity  of  a  prior  transfer  by  deed. 

X.N.     Without  the  above  right  of  nomination. 

Notary  Public.  An  official  (usually  a  sohcitor)  who  attests  the  truth 
of  writings  or  acts  in  order  to  render  them  authentic.  Abroad,  he 
makes   a  solemn  record  of  all  important  transactions. 

Notice  of  Dishonour.  The  notice  required  to  be  given  by  the  holder 
of  a  bill,  or  an  endorser,  to  parties  liable  on  the  bill  in  the  event 
of  Its  dishonour  by  non-acceptance  or  non-payment — See  Bills  of 
Exchange  Act,   Sections  48-50. 

Noting.  The  act  of  officially  recording  the  non-acceptance  or  non- 
payment of  a  bill. 

X/N.     No  noting,  or  not  to  be  noted. 

Not  Negotiable.  A  term  used  to  warn  the  possessor  of  a  document 
on  which  it  is  placed  that  he  cannot  have  or  convey  to  another 
person  a  better  title  to  it  than  that  which  the  person  from  whom  he 
received  it  had. 

Novation.  The  substitution  of  the  liability  of  one  party  to  a  third 
person  for  that  of  another.  The  most  common  form  is  the  assump- 
tion by  an  incoming  partner  of  the  liability  of  an  outgoing  one  for 
the  then  existing  partnership  debts.  See  Partnership  Act,  Part  I, 
Section  7. 

N/S.  (i)  ''  Not  sufficient,"  an  answer  sometimes  written  on  a  returned 
cheque.     (2)  New  style.     See  O/S. 

O/A.     On  account. 


/o 


Per  cent. 


0/00    Per  mille. 

Officers  of  a  Company.  Those  persons  who  stand  in  a  fiduciary 
relationship  to  a  company.     Bankers  are  not  generally  officers. 

Obligation.    A  bond. 

Official  List.  The  Daily  Stock  and  Share  List— /.<'.,  the  official 
record  of  the  prices  at  which  dealings  have  taken  place  on  the 
Stock  Exchange.  Issued  by  London  and  provincial  Stock 
Exchanges. 

Open  Cheque.  A  cheque  which  is  payable  without  presentment 
through  a  banker.  It  may  be  to  bearer  or  to  order.  See  "  Crossed  " 
Cheque. 
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Open  Credit.     See  Letter  of   Credit. 

'  )i'KN  Policy.  A  policy  of  marine  insurance  in  which  the  value  of  the 
interest  insured  is  not  stated  until  it  becomes  insurable.  See 
Valued  Tolicy. 

MiTiON.  The  right  to  sell  (////)  Or  buy  jca//)  goods  or  securities  within 
a  stated  time,  and  on  stated  conditions. 

()/S.  The  old  style  of  reckoning  the  calendar.  Still  in  use  in  the 
Eastern  (Church.  It  is  now,  thirteen  days  behind  the  New  or 
Gregorian  Calendar.     It  is  written  i    —    13. 

Par.     a  state  of  equality.     Neither  at  a  premium  nor  at  a  discount. 

Mint  Par.  The  value  of  the  metal  unit  of  currency  of  one  country 
expressed  in  terms  of  that  of  another  having  the  same  metal  for 
its  standard  of  value. 

Par  of  Exchange.  The  condition  in  which  there  is  an  exact  equi- 
poise in  the  exchange  between  two  countries.  This  is  quite 
unascertainable.     . 

Pari  Passu.    PIqual  in  rank. 

Partnership.     "The  relation  which  subsists  between  persons  carrying 

on  a  business  in  common  with  a  view  to  profit  " — Partnership  Act, 

1890. 

Partnership,  Limited.  A  form  of  partnership  whereby  the  managing 
partners  have  an  unlimited  liability,  and  the  others  (limited 
partners)  limited  liability.  See  Limited  Partnerships  Act,  1907. 
Abroad,  this  is  known  as  a  "  partnership  commandite,"  and  the 
limited  partners  as  "  commanditaire  partners." 

Pawn,  A  contract  depositing,  as  security  for  a  debt,  property  which 
passes  into  the  actual,  but  not  the  legal  ownership  of  the  lender, 
except  under  stated   conditions.     See  Lien,  Mortgage. 

Payee.     The  person  to  whom  a  sum  is  to  be  paid. 

Payment  in  Due  Course.  "  Payment  at  or  after  the  maturity  of  the 
"bill  to  the  holder  thereof  in  good  faith,  and  without  notice  that 
"  his  title  to  the  bill  is  defective  "—Bills  of  Exchange  Act,  Section 
59- 

Permutation.  The  act  of  calculating  in  terms  of  the  currency  of  one 
country,  the  equivalent  for  an  amount  stated  in  that  of  another. 

Personalty.  Leasehold  and  all  other  property  not  coming  within  the 
definition  of  realty  (which  see).  The  shares  in  some  canal  com- 
panies are  realty.  Partnership  property  is  treated  as  personalty 
for  the  purpose  of  the  death  duties. 

"  Pigs  on  Pork."  jlills  with  no  collateral  security,  drawn  abroad,  and 
payable  in  London.  They  are  not  accepted  for  discount  by  the 
Bank  of  England. 

Pledge.    See  Pawn. . 

Policy.  A  document  stating  all  the  conditions  on  which  a  contract 
of  insurance  is  effected.  See  Voyage  and  Time,  r)pen  and  Valued, 
Name  and  Floating. 

1*.P:L  Policy  proof  of  interest.  A  policy  of  marine  insurance  assuring 
a  non-existing  interest ;  therefore  illegal. 
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^«*     K*^twP*>n     several    companies    or    persons, 
^°°^wheX  r^Ss'rro",bined  in  one  fund    -d  expenses 

Tnd  profits  distributed  according  to  agreed  conditions. 
POST  DATE.    The  act  of  affixing  to  a  document  a  date  later  than  that 

nn  which  the  document   is  made. 

exoects  to  inherit  property.  . 

insurance  offices  for  insurances  accepted  by  them. 
Pkesentation-Presentment.    The  act  of  exhi^g  a^~^^^^  for 

=^^::  r^^S:^  ^Z^^IiT^land,  it  IS  not  s. 
PRIMAGE      An  allowance  made  by   the   consignee  or  shipper  to    the 

master  of  a  vessel.     Often  commuted  for  salary. 
Principal.     A  capital  sum  lent  out  at  interest. 
The  head  of  a  firm. 
The  oerson  for  whom  an  agent  acts. 

"dl^nS."*  ree''amp"anFe?'",C-onso.i=^rtion)  Act.   .^,  Section 

PKOBlTi.'' The  official  copy  of  a  will,  proved  to  the  satisfaction  of  a 
Court  of  Justice.  . 

o*;^«       A  tprm  used  to  show  that  the  writer  has  power 

^•^to  uL'^rSessifSs^^rincipal.     Generally  the  power   is 
limited  to  the  doing  of  certain  acts.  ,  ,    ,v^ 

Compare  "  Revenue." 

.^  Srfenga'yin'gM  pay  onVman^d,  or  ^^^^^^^^^^ ^t:T^:t^l^ 
"  future  time,  a  sum  certain  in  money  to  or  to  order  ot  a  specine 
.'  person,  oTto  bearer  "-Bills  of  Exchange  Act,  Section  83. 
PROMOTER.     Anyone  who  is  pecuniarily  interested  in  the  formation  of 

P.nMPT°'"A'n  agreement  between  a  merchant  and  a  shipper  or  broker 
thit  the  goods  specified  therein  shall  be  paid  for  on  a  certain  date, 
or  on  delivery,  if  required  earlier. 
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Pro  Rata.     In  the  same  proportion. 

PkosPELTUs.  An  invitation  offering  to  the  public  for  subscription  or 
purchase  any  shares  or  debentures  of  a  company— Companies 
(Consolidation)  Act,  1908,  Section  285. 

Protest,  A  formal  declaration  by  a  notary  of  the  presentment  and 
non-acceptance  or  non-payment  of  a  bill. 

Proxy.     A  document  authorising  one  person  to  vote  for  another. 
The  person  so  voting. 

Public  Company.  An  association  incorporated  by  Act  of  Parliament 
(special  or  otherwise),  royal  charter,  or  letters  patent,  for  the 
purpose  of  trading,  which  is  not  a  private  company  {q.v.). 

Quotation.  The  recorded  price  of  anything  bought  or  sold.  Shares 
have  different  nominal  (face)  values,  as  well  as  various  paid-up 
values.     The  quotation  is  governed  by  the  latter. 

Realty.  "  All  freehold,  copyhold,  customary,  and  other  hereditaments 
"and  heritable  property,  whether  corporeal  or  incorporeal  (e.g., 
right  to  light),  in  Great  Britain  and  Ireland,  except  money 
"  secured  on  heritable  property  in  Scotland,  and  all  estate  in  such 
"  hereditaments  "—Succession  Duty  Act,  1853.  See  Personalty. 
Freehold  may  be  subject  to  a  rent-charge.  Since  1897  it  passes  first 
to  the  executor  of  a  will,  instead  of  direct  to  the  heir  as  theretofore. 

Rebate.  The  amount  of  discount  accruing  on  a  bill  between  any  one 
date  and  its  due  date.  In  taking  up  a  bill  under  rebate,  it  is  usual 
to  do  so  at  ^  per  cent,  over  the  rate  ruling  for  short  term  deposits, 
or  I  per  cent,  under  the  Bank  Rate. 

Rediscount,  the  act  of  selling  a  bill  which  has  been  received  and 
discounted.     See  page  28. 

Re-exchange.  "  The  measure  of  the  loss  resulting  from  the  dishonour 
of  a  country  different  to  that  in  which  it  was  drawn  or  endorsed.'* 
— Chalmers  in  note,  to  Section  57,  Bills  of  Exchange  Act. 

R/A.     Refer  to  acceptor. 

R/D.  Refer  to  drawer.  The  form  of  words  generally  used  when 
returning  an  unpaid  bill  or  cheque  for  lack  of  funds. 

Registered  Stock.  Stock  to  which  the  title  is  shown  by  a  certificate 
recording  the  fact  of  the  registration  of  the  owner's  name  in  a 
register  of  the  company. 

Registration  Fee.     See  Transfer. 

Rent.  Compensation  exacted  for  the  use  or  occupation  of  land  or 
similar  property. 

(Ground)     The  compensation  paid  to  the  owner  of  land  by  its  tenant. 

(Rack)  The  utmost  rent  that  can  be  obtained  in  circumstances  most 
favourable  to  the  landlord,  as  distinct  from  the  rent  that  can 
reasonably  be  expected  taking  one  year  with  another. 

Rent-charge.  A  sum  payable  out  of  and  charged  on  realty  for  a 
stated  period,  or  in  perpetuity.     See  Annuity. 
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Rentes.  The  interest  paid  by  the  French,  Italian,  and  other  Govern- 
ments on  their  stoctvs.  Find  the  amount  to  purchase,  say,  i,2oof. 
3  per  cent.  Rentes  @  91  thus  : — 

1,200  X  100  X91 

—  =  36,400!. 

3  100 

Renunciation.  The  act  of  renouncing  in  favour  of  another  person  the 
rights  to  an  allotment  of  new  shares  or  stock. 

Reserve.  The  total  amount  of  notes  and  coin  held  by  the  Banking 
Department  of  the  Bank  of  England. 

The  sum  of  the  amounts  set  aside,  generally  out  of  profits,  to  meet 
known  or  unknown  contingencies.     See  "  Rest." 

Reserved  Liability.  That  part  of  its  uncalled  share  capital  which  a 
limited  company  may  by  special  resolution  declare  not  capable  of 
being  called  up,  except  in  the  event  and  for  the  purpose  of  winding- 
up — See  Companies  (Consolidation)  Act,  1908,  Section  59. 

Respondentia  Bond.  The  document  pledging  the  freight  and  cargo 
of  a  ship  as  security  for  a  loan. 

Rest.  The  amount  of  the  profits  of  the  Bank  of  England  not  distributed 
to  shareholders.     See  Reserve. 

Retire.  The  act  of  withdrawing  a  bill  for  circulation,  generally 
done  by  purchase. 

Returns.  Cheques  and  bills  presented  for  payment,  but  returned 
unpaid. 

Statements  recording  the  progress  of  business,  sent  periodically  by 
branches  to  Head  Office. 

Revenue.  The  excess  of  earnings  over  the  expense  of  obtaining  them 
(Compare  Profit.)  In  Government  Accounts,  revenue  is  used  t< 
denote  income,  as  opposed  to  expenditure. 

R.M.     Reichs  mark — German.     Value  nearly  one  shilling. 

Roup.     In  Scotland,  an  auction. 

Royalty.  A  sum  paid  to  the  owner  for  the  right  to  work  a  mine  or 
use  a  patent  or  copyright.  It  generally  varies  in  amount  according 
to  the  extent  of  the  work  done. 

Rupee  Loans.  The  internal  loans  of  the  Government  of  India, 
repayable  in  rupees. 

S.  E.  &  O.     Sauf  erreurs  et  omissions. 

Salvage.  The  reward  allowed  for  saving  a  ship  or  cargo  from  loss  at 
sea.    The  cargo  so  saved. 

Sans  Frais.  Incur  no  expense.  An  instruction  sometimes  found  on  a 
foreign  bill. 

Sans  Recours.  The  disclaimer  of  an  endorser  of  a  bill  for  any  liability 
in  the  event  of  its  non-payment.     The  term  a  forfaii  is  also  used. 

Savings  Bank.  A  bank  in  which  small  amounts  are  received  and  put 
out  at  interest  to  accumulate  on  behalf  of  the  depositors;  its 
directors,  as  such,  deriving  no  benefit  from  such  accumulations. 
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Scrip.  An  interim  certificate  issued  whilst  instalments  are  being  paid 
on  the  stock  or  shares  to  which  it  entitles  the  holder. 

Security.  Anything  deposited  to  assure  the  performance  of  a  contract, 
or  the  payment  of  a  debt. 

Seigniorage.     The  profit  made  by  the  Mint  on  the  coinage  of  bullion. 

Selling  Out.  The  sale  on  the  Stock  Exchange  by  its  official  broker  of 
stock  which  a  member  has  failed  to  take  up  in  ten  days  from  the 
settling  day. 

Set-off.  The  counter-claim  of  a  debt  due,  by  one  of  like  degree  which 
is  owing. 

Settling  Day.  On  the  Stock  Exchange,  the  day  on  which  dealings 
made  since  the  last  settlement  are  paid. 

Special  Settling  Day.  The  first  day  appointed  by  the  Stock  Exchange 
for  the  settlement  of  dealings  in  stocks  or  shares  newly  issued. 

Share  Capital.  That  amount  of  the  capital  issued  by  a  public  com- 
pany, the  face  value  of  which  can  only  be  divided  into  definite 
equal  parts.  See  Stock;  also  Preference,  Founders'.  The  issue  of 
shares  at  a  discount  is  not  legal— Ooregum  Gold  Co.  v  Roper 
(1892). 

Shipping  Documents.     Invoice  of  goods  shipped,  the  policy  insuring 
them  whilst  in  transit,  and  the  complete  set  of  the  bills  of  lading. 
Ship's  papers  are  the  documents  which  the  captain  holds  to  prove 
the  identity  of  the  ship,  the  cargo  it  carries,  the  health  of  its  crew, 
&c. 

Short  Bills.     Bills  received  for  collection. 

Short  Exchange.  Cheque  rate.  The  rate  of  exchange  at  which  a 
foreign  bill  which  is  payable  at  sight  or  a  few  days  after  sight 
is  priced. 

Sight.  Days  after  sight  begin  to  run  from  the  day  on  which  acceptance 
is  demanded. 

Sinking  Fund.  A  fund  created  for  paying  off  a  debt,  either  by 
instalments,  or  in  total  at  the  end  of  a  fixed  term. 

Sola.  A  bill  of  exchange  of  which  there  is  no  copy  made  in  duplicate 
or  triplicate. 

Speci.alty.     a  contract  under  seal. 

Specie.  Bullion  coined  and  used  as  a  medium  for  the  settlement  of 
commercial  transactions. 

Specie  Point.  The  point  in  the  market  rate  of  exchange  at  which  it  is 
more  profitable  to  export  bullion  than  to  purchase  and  remit  bills 
of  exchange. 

Speculation.     "  The  struggle  of  intelligence  against  chance." 

Stag.  One  who  applies  for  new  shares  or  stock  in  the  hope  of 
immediately  selling  his  allotment  at  a  premium. 

Standing  Order.  A  customer's  order  to  his  banker  to  perform  an 
action,  and  to  continue  to  do  so  at  stated  times  without  a  renewal 
of  authority. 
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Sterling.  A  term  applied  to  the  £  on  account  of  its  high  standard  of 
purity.  Probably  a  corruption  of  Easterling,  a  body  of  (lernian^ 
trading  in  England  in  the  middle  ages,  whose  money  was  very 
pure. 

St(kk.  That  amount  of  the  capital  issued  by  a  puhlii.  luinpauy.  tla- 
face  value  of  which  can  be  divided  at  the  will  of  the  owner  into 
parts  of  varying  amount.     See  Share  Capital. 

Stocki5K()K.i;r.  A  person  who  buys  and  sells  stock  and  shares  for 
clients.     He  acts  on  the  Stock  Exchange  through  a  jobber  {^.v.) 

Stock  Exchange.  The  meeting  place  of  those  wh(}  deal  in  shares  and 
stocks  of  public  companies  and  governments.  In  London,  only 
persons  duly  authorised  are  admitted  to  the  House.  They  are 
either  brokers,  jobbers,  or  their  authorised  clerks. 

Stock  Receipt.  A  memorandum  issued  to  the  purchaser  of  inscribed 
stock  recording  the  particulars  and  terms  of  the  transfer.  It  has 
no  value,  and  need  not  be  produced  when  the  stock  is  sold. 

Stoppage  in  Transitu.  The  right  of  an  unpaid  seller  to  stop  goods 
before  they  pass  into  the  control  of  a  purchaser  who  has  become 
insolvent.  It  is  not  operative  against  a  bond  fide  holder  for  value. 
See  Factors'  Act,  Section  10,  and  Sale  of  Goods  Act,  1893,  Section 

4;- 

Subpoena.  An  order  of  a  Court  of  law  commanding  the  attendance  of 
the  person  on  whom  it  is  served. 

Subsidy.     A  grant  in  aid. 

Supra  Protest  (S.P.).    After  protest. 

Surety.     One  who  gives  security  for  another. 

Suspense  Account.  An  account  to  which  an  item  is  placed  pending 
decision  as  to  its  proper  destination. 

Sweating.     The  act  of  fraudulently  reducing  the  weight  of  coins. 

Tacking.  The  act  of  converting  an  equitable  charge  on  a  property 
into  a  legal  estate  in  it  by  uniting  the  mortgages  of  different 
priorities  in  favour  of  the  same  mortgagee,  s^  as  to  make  the  whole 
rank  with  the  highest  grade  united,  and  reducing  to  an  inferior 
status  mortgages  previously  ranking  between  those  united.  See 
Marsh  v.  Lee. 

Talon.  That  part  of  a  bearer  bond  which  is  surrendered  to  obtain  a 
new  sheet  of  coupons,  when  the  coupons  previously  issued  have  all 
been  paid. 

Tark.  The  allowance  made  in  weighing  goods  for  the  weight  of  the 
box,  truck,  or  other  receptacle  in  which  they  are  placed. 

Telquel  Rate.  The  rate  of  exchange  at  which  a  bill,  whose  currency 
is  not  that  customary  to  its  class,  is  priced. 

Tenant-in-Common.     Each  tenant-in-common   holds  his  share   in  the 
•common  property  as  a  complete  and  separate  estate. 

Tenant  Joint.  In  a  joint  tenancy  all  the  tenants  are  jointly  the  owners 
of  the  estate. 
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Ticket  Day.  (Jn  the  Stock  Exchange,  the  day  before  settling  day, 
when  the  tickets  circulated  for  stock  bought  or  sold  are  passed 
between  brokers  and  jobbers. 

TiMK  HAK(;AiN.  A  contract  of  sale  or  purchase  to  take  effect  at  a  future 
date. 

TiMK  Policy.  A  policy  of  marine  insurance  in  which  an  interest  is 
insured  for  a  specified  period. 

TiTHK.     The  tenth  part  of  anything,  generally  the  produce  of  land. 

Token  Money.  That  part  of  the  currency  of  a  country  which  circu- 
lates, not  by  reason  of  its  metallic  value,  but  owing  to  the  legalised 
relation  which  it  bears  to  the  standard  money. 

ToNTfNE.  A  form  of  joint  life  insurance  by  which  the  benefit  accrues 
to  the  survivor. 

Transfer.  A  signed  document  recording  the  contract  for  the  sale  of 
property,  lo  give  the  transferee  a  good  title  it  must  be  registered. 
See  Powell  v.  London  and  Provincial  Bank. 

Transfer  Certified.  A  form  of  transfer  on  which  an  independent 
authorised  person  has  certified  that  he  holds  at  the  disposal  of  the 
ownei  the  certificate  of  title  to  certain  stocks  or  shares. 

Transfer  Fee.  A  fee  paid  on  the  registration  of  a  deed  of  transfer  of 
shares. 

Travellers'  Cheques.  Cheques  issued  by  certain  banks  for  the  con- 
venience of  travellers,  payable  abroad  at  the  offices  of  the  issuer's 
foreign  correspondents  at  a  fixed  rate  of  exchange. 

Treasury  Bill.  A  negotiable  instrument.  A  bill  of  exchange  issued 
by  the  Lords  Commissioners  of  H.M.  Treasury.  It  differs  from  an 
Exchequer  Hond  mainly  in  being  current  for  a  shorter  period,  and 
in  having  no  interest  paid  periodically,  being  discounted  like 
commercial  bills. 

Trust.  "  A  confidence  reposed  by  one  person  in  another,  and 
enforceable  in  a  Court  of  Equity" — In  re  Williams. 

An  estate  entrusted  to  the  ownership  of  a  person,  but  so  that  he  shall 
deal  with  it  and  its  income  in  accordance  with  his  instructions. 
The  person  to  whom  the  estate  is  entrusted  is  the  trustee^  he  for 
whose  benefit  he  owns  it,  the  cestui  que  trust. 

A  combination  of  different  enterprises  working  together  for  the  same 
end. 

Trust  Stocks.  Strxks  in  which  a  trustee  may  invest.  Full  particulars 
as  to  investments  permitted  to  trustees— and  by  Courts  of  I.aw — is 
(Contained  in  the  "  Stock  Exchange  Official  Intelligence." 

Turn  of  the  Market.  The  gross  profit  retained  by  the  jobber  on  the 
Stock  Exchange,  being  the  difference  between  the  price  at  which 
he  sells  and  that  at  which  he  buys. 

Turn  Over.  In  banking,  the  total  of  the  debits  or  the  total  of  the 
credits  placed  to  an  account  in  a  given  period. 

In  trade,  the  total  sales  within  a  given  period. 
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Unclaimed  Dividends.  Dividends  on  stocks  or  shares  not  claimed  by 
their  owners.  Those  on  British  Government  securities  are  paid 
over  to  the  National  Debt  Commissioners  at  the  end  of  ten  years, 
but  the  liability  remains. 

Underwriter.  One  who  subscribes  to  a  contract  of  indemnity,  either 
of  insurance  against  specified  risks,  or  against  failure  to  obtain 
applicants  for  a  specified  number  of  shares  or  amount  of  loan. 

Unfunded  Debt.  "  The  floating  debt."  That  part  of  the  National 
Debt  which  is  charged  for  a  short  period  on  the  public  revenues 
as  security  to  the  National  creditors.     See  Funded  Debt. 

Usance.  The  period  which  local  custom  dictates  shall  be  the  currency 
of  a  bill  of  exchange — days  of  grace  not  included. 

Utter.  To  put  into  circulation.  The  term  is  generally  used  in 
connection  with  unauthorised  coin  or  notes. 

Valuation.     The  act  of  estimating  the  worth  of  anything. 

Valued  1'olicy.  A  policy  of  marine  insurani  e  in  which  the  value  of 
the  interest  insured  is  stated.     See  Open  Polic}-. 

Value  Received.     The  acknowledgment  of  a  bond  fide  transaction. 

Voucher.     A  document  attesting  the  truth  of  a  statement. 

Voyage  Policy.  A  policy  of  marine  insurance  in  which  an  interest  is 
insured  for  a  specified  voyage. 

Wager  Policy.    See  P.P.I. 

Waiver.     The  renunciation  of  a  right. 

Warkiiousk-kekpkk's  Certificate.  A  document  issued  by  warehouse- 
keepers  certifying  that  the  goods  mentioned  therein  are  held  in 
their  warehouses.  Its  negotiability  is  governed  by  the  Factors'  At  t 
(see  Sections  i  (4)  and  2-10),  or  by  certain  private  Warehouse 
Companies'  Acts,  and  it  is  transferable,  unless  the  contrary  be 
stated. 

Warranty.  An  agreement  with  reference  to  goods  which  are  the 
subject  of  a  contract  of  sale  but  collateral  to  the  main  purpose  of 
such  contract,  the  breach  of  which  agreement  gives  rise  to  a  claim 
for  damages  but  not  to  a  right  to  reject  the  goods  or  to  treat  the 
contract  as  repudiated.     See  Sale  of  Goods  Act,  Section  62. 

Watering.  The  act  of  increasing  the  face  value  of  stock  or  shares 
without  making  any  equivalent  increase  in  the  value  of  the  assets 
they  represent. 

Wind  Bills.     See  Accommodation  Bills. 

Winding-up.  The  act  of  settling  the  debts  and  closing  the  business  of 
an  estate. 
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